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UniFirst is one of the largest work-
wear and textile services companies,
serving over 200,000 customer
locations from sites in the United
States, Canada and Europe. We
design, manufacture, rent, sell,
launder and deliver a wide range

of uniforms, work apparel and
protective work garments, as well
as a broad selection of related textile
items, including floor mats, mops,
industrial towels and wipers.

We also provide customers with
complementary facility services
products, such as paper towels,
sanitary tissues, seap and skin

care products and air fresheners.

WHO WE ARE

Qur Specialty Garments business
provides specialized uniforms,
laundering services and safety
products to the nuclear and clean-
room industries via its UniTech
and UniClean units. And our First
Aid business, comprised of Green
Guard and Medique, supplies first
ald cabinet services and various

safety supplies to diverse
manufacturers, retaiters and
service organizations.

In fiscal year 2007, UniFirst employed
10,000 Team Partners; operated
156 customer service centers, 14
nuclear decontamination facilities,
4 cleanroom operations, 13 first aid
locations, 2 distribution centers and
3 manufacturing plants—the latter
producing approximately half of the
garments and floor care products
used in our rental service programs.

UniFirst’s mission is to consistently
deliver enhanced image, identity and
protection solutions that represent
the best customer value, produce the
greatest user benefits and earn us
recognition as the quality leader in
our industry.




DEAR SHAREHOLDERS

In fiscal year 2007, UniFirst achieved record
revenues of $902.1 million, a 9.9% increase
over the previous year's $821.0 million. Net
income was $45.2 million, or $2.34 per
diluted common share, a 15.3% increase
from the $39.2 million or $2.03 per diluted
common share reported in fiscal 2006.

Core laundry operations saw a 9.2% revenue
increase over the previous year, which we
believe is a solid performance under slow
growth economic conditions, Most of our
overall revenue advance resulted from a
combination of internal growth and price
increase, white acquisitions accounted for
2.4%. Our Specialty Garments business
bounced back from last year's revenue dip —
as we predicted it would — showing a strong
21.9% increase over fiscal 2006. Our First
Aid business delivered revenue growth of
5.0%, with resuits helped by an improvement
in basic cabinet service sales and growth in
the Medique area, serving professional users
and the wholesale market.

The uniform rental business continued to
show steady growth. Professional rep sales
held up well throughout the year, with results
benefiting from an increased headcount,
better productivity and lower turnover.
Slightly improved rep averages continued to
reflect a higher percentage of larger account
sales in the overall mix. And route sales
continued to trend up as well, with a system-
wide improvement in the addition of ancillary
products and services at current accounts.

Qur National Account sates organization
added new business and continued to do an
excellent job of securing contract renewals
with current customers. Additionally, the

account management team continued to
improve their results in expanding current
user services via the sell-in of additional
products. The integration of the Uniform
Supply Alliance business, acquired in April
of 2006, was completed during the year and
that helped to free up resources during the
second half to work on growth opportunities
— particularly those related to preferred
vendor situations.

For our core laundry business, income

from operations showed about the same
growth as revenues. However, excluding
some unanticipated items discussed in our
year-end financial press release, income from
operations grew approximately 15%. During
the year, this business experienced a slight
maderation in energy costs and somewhat
lower payroll costs as a percent

of revenue, These were partially offset by
higher heaithcare benefits costs. For our
Specialty Garments unit, we saw operating
income bounce back to $4.8 million, with
profit growth centered around strong results
from European, Canadian and Cleanroom
operations. Profits for our First Aid unit
were down year-to-year, due to continuing
consolidation costs resulting from the
reorganization of operations.

We continue to see favorable growth
indicators for all of our business units. In

our core laundry operations, we expect further
productivity advances from the comptleted
rollout of our Sales Force Automation system.
We're also making major investments in the
expansion and improvement of our prospect
database which will allows for the delivery of
more industry-specific marketing programs
and give us better opportunities for targeted

RONALD D. CROATTI
Chairman of the Board,
President, and Chief
Executive Officer




selling. The combination of our sales
productivity system and our enhanced
database should also allow sharper
and more consistent focus of selling
activities at the local market level and
is expected to generate continued
improvements in rep performance.

We're rolling out new training programs
and introducing alternative training
formats that are allowing us to reach
more of our front-line sellers more
often. Through these efforts, we

are delivering more in-depth product
and market knowledge — including
content relating to Protective Garment
applications, specialty Food Processing
applications and a full range of Facility
Services applications — to give sellers
the information they need to better

fill a consultative role in their prospect
interactions. We know thet prospective
buyers are leoking for accurate, reliable
and balanced information to aid their
decision-making and we are determined
that our sales team will be able to give
it to them.

The Specialty Garments tusiness
bounced back smartly this year and

is expected to sustain its recovery.
UniTech, once focused exclusively on
garment cleaning and decontamination,
has added balance through the addition
of equipment and tool decontamination
services, as well as the d rect sale of
a wide range of safety products. It
continues to push ahead with its

Canadian and European expansion
plans and is seeing fresh opportunities
in the United States, as a result of
renewed interest in nuclear power
options and the emergence of plans for
several new reactors. As the leader In
nuclear garment services, it is superbly
positioned to tap into any expansions
of this kind that take place. And with its
technically-focused and complementary
UniClean cleanroom business expanding
its geographic reach, we believe the
future of this business unit is bright.

In the First Aid area, the expansion

of our professional sales team and

the implementation of new training
programs should help accelerate
sales, as will an increased focus

on team selling between UniFirst

and Green Guard professional sales
personnel in markets where we have
joint coverage. Green Guard customers
represent opportunities for uniform and
facility services sales, just as UniFirst
customers represent opportunities for
first aid sales, and we will be giving
added focus to exploiting these. Also,
we'll be pressing the advantages we
have with our Medique product line,
which benefits from strong brand
identity in certain user markets.

We believe the combination of these
activities will result in increased growth
in both revenues and margins.

Overall, we think the outlook for
UniFirst remains very positive and that

abundant potential remains in all the
markets we serve, Taking advantage of
the opportunities that are there for us
calls for both business skill and market
savvy, but we're confident in our ability
to handle the challenge. As always, we
will rely on the quality of our strategies,
the thoroughness of our plans, the
effectiveness of our execution and the
commitment of our thousands of team
partners in North America and Europe
to produce the results we're targeting.
The chance to prove ourselves again
excites us all.

Thank you for your continued support.
1 look forward to reporting to you on
the progress of your Company in the
quarters ahead.

Bt & L

RONALD D. CROATTI
Chairman of the Board,
President, and Chief
Executive Officer
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PART I

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 274 of the Securities Act of
1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended, Our actual results could differ materially
from those set forth in the forward-looking statements. Certain factors that might cause such a difference are discussed in the
“Management’s Discussion and Analysis of Financial Condition and Resulis of Operations” included elsewhere in this Annual Report
on Form 10-K.

ITEM 1. BUSINESS

GENERAL

UniFirst Corporation, together with its subsidiaries, hereunder referred to as “we”, “our”, the "Company”, or “UniFirst”, is one of the
largest providers of workplace uniforms and protective work wear clothing in the United States. We design, manufacture, personalize,
rent, clean, deliver, and sell a wide range of uniforms and protective clothing, including shirts, pants, jackets, coveralls, lab coats,
smocks, aprons and specialized protective wear, such as flame resistant and high visibility garments. We also rent industrial wiping
products, floor mats, facility service products, restroom supplies, and other non-garment items, and provide first aid cabinet services
and other safety supplies, to a variety of manufacturers, retailers and service companies. We serve businesses of all sizes in numerous
industry categories. At certain specialized facilities, we atso decontaminate and clean work clothes that may have been exposed to
radioactive materials and service special clean room protective wear.

Qur principal services include providing customers with uniforms and other non-garment items, picking up soiled uniforms or other
ttems on a periodic basis (usually weekly), and delivering, at the same time, cleaned and processed items. We offer uniforms in a wide
variety of styles, colors, sizes and fabrics and with personalized emblems selected by the customer. Our centralized services,
specialized equipment and economies of scale generally allow us to be more cost effective in providing garment services than
customers could be themselves, particularly those customers with high employee turnover rates. During fiscal 2007, we manufactured
59% of the garments we placed in service. Because we design and manufacture a majority of our own uniforms and protective clothes,
we can produce custom garment programs for our larger customers, offer a diverse range of such designs within our standard line of
garments and better control the quality, price and speed at which we produce such garments. In addition, among our competitors, we
believe we have the largest in-house digital image processing capability, allowing us to convert an image provided by a customer into
customized, mass producible embroidered emblems, typically within two days,

We have six operating segments: US Rental and Cleaning, Canadian Rental and Cleaning, Manufacturing (“MFG”), Specialty
Garments Rental and Cleaning {*Specialty Garments™), First Aid and Corporate. The US Rental and Cleaning and Canadian Rental
and Cleaning operating segments have been combined to form the US and Canadian Rental and Cleaning reporting segment. The US
and Canadian Rental and Cleaning reporting segment purchases, rents, cleans, delivers and sells, uniforms and protective clothing and
non-garment items in the United States and Canada. The Corporate operating segment consists of costs associated with our
distribution center, sales and marketing, information systems, engineering, materials managerent, manufacturing planning, finance,
budgeting, human resources, other gencral and administrative costs and interest expense. The revenues generated from the Corporate
operating segmenl represent certain direct sales we made directly from our distribution center. The products sold by this operating
segment are the same products rented and sold by the US and Canadian Rental and Cleaning reporting segments. The MFG operating
scgment designs and manufactures uniforms and non-garment items solely for the purpose of providing these goods to the US and
Canadian Rental and Cleaning reporting segment. The Specialty Garments operating segment purchases, rents, clcans, delivers and
sells, specialty garments and non-garment items primarily for nuclear and clean room applications. The First Aid operating segment
sclls first aid cabinet services and other safety supplies.

In fiscal 2007, we generated $902.1 million in revenue, of which approximately 90% was derived from the US and Canadian Rental
and Cleaning and Corporate segments. Specialty Garments and First Aid accounted for 7% and 3%, respectively, of 2007 revenues.

PRODUCTS AND SERVICES

We provide our customers with personalized workplace uniforms and protective work clothing in a broad range of styles, colors, sizes
and fabrics. Our uniform products include shirts, pants, jackets, coveralls, lab coats, smocks, aprons and specialized protective wear,
such as flame resistant and high visibility garments, At certain specialized facilitics, we also decontaminate and clean clothes which
may have been exposed to radioactive materials and service special cleanroom protective wear. We also offer non-garment items and
services, such as industrial wiping products, floor mats, dry and wet mops and other textile products.



We offer our customers a range of garment service options, including full-service rental programs in which garments are cleaned and
serviced by us, lease programs in which garments are cleaned and maintained by individual employees and purchase programs to buy
garments and related items directly. As part of our rental business, we pick up a customer’s soiled uniforms and/or other iterns on a
periodic basis (usually weekly} and deliver back cleaned and processed replacement items. We believe our centralized services,
specialized equipment and economies of scale generally allow us to be more cost effective in providing garment and related services
than customers would be by themselves, particularly those customers with high employee turnover rates, Qur uniform program is
intended not only to help our customers foster greater company identity, but to enhance their corporate image and improve employee
safety, productivity and morale. We primarily serve our customers pursuant to written service contracts that range in duration from
three to five years.

CUSTOMERS

We serve businesses of all sizes in numerous industry categories. During each of the past five years, no single uniform rental customer
accounted for more than 1% of our revenues. Our typical customers include automobile service centers and dealers, delivery services,
food and general merchandise retailers, food processors and service operations, light manufacturers, maintenance facilities,
restaurants, service companies, sofi and durable goods wholesalers, transportation companies, and others who require employee
clothing for image, identification, protection or utility purposes. Among our largest customers of our conventional uniform rental
business are divisions, units, regional operations or franchised agencies of major, nationally recognized organizations. With respect to
our Specialty Garment segment, typical customers include government agencies, research and development laboratories, high
technolegy companies and utilities operating nuclear reactors. We currently service over 200,000 customer locations in the United
States, Canada and Europe from 193 customer service, distribution and manufacturing facilities.

MARKETING, SALES, AND CUSTOMER SERVICE

We market our products and services to a diverse customer base and to prospects that range across virtually all industry segments.
Marketing contact is made through print advertising, direct mail, publicity, trade shows, catatogs, telemarketing, multiple web sites
and direct field sales representation. We have built and maintain an extensive, proprietary database of prescreened and qualified
business prospects that haveé been sourced from our various promotional initiatives, including mailers, web site contacts, advertising
responses, sales calls and lists purchased from third-party providers. These prospect records serve as a primary targeting resource for
our professional sales organization and arc constantly updated, expanded and maintained by an in-house team of specialist database
qualifiers and managers. To aid in the effective marketing of products and services, we supply sales representatives with an extensive
selection of sales aids, brochures, presentation materials and vertical market communications tools, We also provide representatives
with detailed on-line profiles of high opportunity markets to educate them to the typical issues, needs and concerns of those markets.
This helps establish credibility and aids their ability to deliver value-based solutions.

We employ a large team of trained professional sales representatives whose sole function is to market our services to potential
customers and develop new accounts. While most of our sales representatives are capable of presenting a full range of service
solutions, some are dedicated to developing business for a limited range of products and services or have a specific market focus.

For example, in select geographic markets we employ teams of dedicated facility services sales representatives who focus exclusively
on developing business for our floor care, restroom and related service programs. We also employ protective garment specialists who
have special knowledge and skill in the more technically-based selling required for success in the flame resistant, high-visibility and
related protective garment areas. Additionally, we employ specialist executive-level salespeople in our National Account
Organization—some who specialize in rental programs and some who specialize in direct sale programs—Io target the very largest
national companies with known uniform and/or facility services program needs. We believe that effective customer service is the most
important element in developing and maintaining our market position. Our commitment to service excellence is reflected throughout
our organization. Our route sales representatives are the first line of continuing customer contact, but they are supported by local
customer service representatives, local service management staff and local operations management leaders, all of whom are focused
on addressing the ongoing needs of customers, constantly delivering high-value service and pursuing total customer satisfaction. Qur
proprietary CRM information system enables us to respond to customer inquiries or issues within 24 hours and our service personnel
are specially trained to handle the daily contact work necessary to effectively manage customer relations.

We measure the speed and accuracy of our customer service efforts on a weekly basis and, through our **Customers for Life*’
program, we continuously survey, record and report satisfaction levels as a means of auditing current performance and highlighting
areas for improvement.



COMPETITION

The uniform rental and sales industry is highly competitive. The principal methods of competition in the industry are the quality of
products, the quality of service and price. We believe that the top four companies in the uniform rental segment of the industry,
including UniFirst, currently generate over 40% of the industry’s volume. Qur leading competitors include Aramark Corporation,
Cintas Corporation and G&K Services, Inc. The remainder of the market, however, is divided among more than 400 smaller
businesses, many of which serve one or a limited number of markets or geographic service areas. In addition to our traditional rental
competitors, we may increasingly compete in the future with businesses that focus on selling uniforms and other related items. We
also compete with industry competitors for acquisitions.

MANUFACTURING AND SOURCING

We manufactured 59% of all garments which we placed in service during fiscal 2007. These were primarily work pants manufactured
at our plant in Ebano, San Luis Potosi, Mexico and shirts manufactured at our plant in Valles, San Luis Potosi, Mexico. The balance of
the garments used in our programs are purchased from a variety of industry suppliers. While we currently acquire the raw materials
with which we produce our garments from a limited number of suppliers, we believe that such materials are readily available from
other sources. To date, we have experienced no significant difficulty in obtaining any of our raw materials or supplies. Currently, we
also manufacture approximately 68% of the mats we place in service at our plant in Cave City, Arkansas.

EMPLOYEES

At August 25, 2007, we employed over 10,000 persons. Approximately 2% of our United States employees are represented by a union
pursuant to a collective bargaining agreement. We consider our employee relations to be good.

EXECUTIVE OFFICERS

Our executive officers are as follows;

NAME AGE POSITION

Ronald D. Croatti 64 Chatrman of the Board, President, and Chief Executive Officer
Cynthia Croatti 52 Executive Vice President and Treasurer

John B. Bartlett 66 Senior Vice President and Chief Financial Officer

Bruce P. Boynton 59 Senior Vice President, Operations

David A. DiFillippo 50 Senior Vice President, Operations

The principal occupation and positions for the past five years of our executive officers named above are as follows:

Ronald D. Croatti joined our Company in 1965. Mr. Croatti became Director of our Company in 1982, Vice Chairman of the Board in
1986 and has served as Chief Executive Officer since 1991. He has also served as President since 1995 and Chairman of the Board
since 2002. Mr. Croatti has overall responsibility for the management of our Company.

Cynthia Croatti joined our Company in 1980. Ms. Croatti has served as Director since 1995, Treasurer since 1982 and Executive Vice
' President since 2001. In addition, she has primary responsibility for overseeing the human resources and purchasing functions of our
Company.

John B. Bartlett joined our Company in 1977. Mr. Bartlett has served as our Senior Vice President and Chief Financial Officer since
1986 and has primary responsibility for overseeing the financial functions of our Company, as well as its information systems
department.

|

‘ Bruce P. Boynton joined our Company in 1976. Mr. Boynton has served as Senior Vice President, Operations since January 2001, is

| the chief operating officer for our Company’s Canadian operations and has primary responsibility for overseeing the operations of
certain regions in the United States. From 1986 through 2000, Mr. Boynton served as Vice President, Operations.

David A. DiFillippo joined our Company in 1979. Mr. DiFillippo has served as Senior Vice President, Operations since 2002 and has
primary respensibility for overseeing the operations of certain regions in the United States. Since 2000, Mr. DiFillippo has served as
Vice President, Central Rental Group and, prior to 2000, he served as a Regional General Manager.




Ronald D. Croatti and Cynthia Croatti are siblings. Anthony F. DiFillippo, a member of our Board of Directors, is Cynthia Croatti’s
uncle and father of David A. DiFillippo.

ENVIRONMENTAL MATTERS

We, like our competitors, are subject to various federal, state and local laws and regulations governing, among other things, the
generation, handling, storage, transportation, trecatment and disposal of hazardous wastes and other substances. In particular, industrial
laundries currently use and must dispose of detergent waste water and other residues, and, in the past, used perchloroethylene and
other dry cleaning solvents. We are attentive to the environmental concerns surrounding the disposal of these materials and have
through the years taken measures to avoid their improper disposal. Over the years, we have seitled, or contributed to the settlement of,
actions or claims brought against us relating to the disposal of hazardous materials and there can be no assurance that we will not have
to expend material amounts to remediate the consequences of any such disposal in the future. Further, under environmental laws, an
owner or lessee of real estate may be liable for the costs of removal or remediation of certain hazardous or toxic substances located on
or in or emanating from such property, as well as related costs of investigation and property damage. Such laws often impose liability
without regard to whether the owner or lessee knew of or was responsible for the presence of such hazardous or toxic substances.
There can be no assurance that acquired or leased locations have been operated in compliance with environmental laws and
regulations or that future uses or conditions will not result in the imposition of liability upon us under such laws or expose us to third-
party actions such as tort suits. We continue to address environmental conditions under terms of consent orders negotiated with the
applicable environmental authorities or otherwise with respect to sites located in, or related to, Woburn, Massachusetts, Somerville,
Massachusetts, Springfield, Massachusetts, Uvalde, Texas, Stockton, California, Williamstown, Vermont, as well as number of
additional locations that we acquired as part of our acquisition of Textilease Corporation in September 2003. For additional discussion
refer to “Management’s Discussion and Analysis of Financial Condition and Results of Operations™ and the risk factor set forth on
page 6 of this Annual report on Form 10-K.

Our nuclear garment decontamination facilities are licensed by the Nuclear Regulatory Commission, or in certain cases, by the
applicable state agency, and are subject to regulation by federal, siate and local authorities. In the past, scrutiny and regulation of
nuclear facilities and related services have resulted in the suspension of operations at certain nuclear facilities served by us or
disruptions in our ability to service such facilities. There can be no assurance that such scrutiny and regulation will not lead to the
shut-down of such facilities or otherwise cause material disruptions in our garment decentamination business.

AVYAILABLE INFORMATION

We make available free of charge our Proxy Statement, Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current
Reports on Form 8-K, including exhibits and any amendments to those reports, as soon as reasonably practicable after we
electronically file such material with, or furnish it to, the Securities and Exchange Commission. These reports are available on our
website at www.unifirst.com. In addition, you may request a copy of our filings, excluding exhibits, by contacting our Investor
Relations group at (978) 658-8888 or at UniFirst Corporation, 68 Jonspin Road, Wilmington, MA 01887. Information included on our
website is not deemed to be incorperated into this Annual Report on Form 10-K or the documents incorporated by reference into this
Annual Report on Form 10-K.

ITEM 1A. RISK FACTORS

The statements in this section, as well as staternents described elsewhere in this Annual Report on Form 10-K, or in other SEC filings,
describe risks that could materially and adversely affect our business, financial condition and results of operations and the trading
price of our securities. These risks are not the only risks that we face. Our busingss, financial condition and resuits of operations
could also be materially affected by additional factors that are not presently known to us or that we currently consider to be immaterial
to our operations.




SAFE HARBOR FOR FORWARD LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward looking statements within the meaning of the federal securities laws. Forward
looking statements contained in this Annual Report on Form 10-K and any documents incorporated by reference are subject to the safe
harbor created by the Private Securities Litigation Reform Act of 1995. Forward looking statements may be identified by words such
as “estimates,” “anticipates,” “projects,” “plans,” “expects,” “intends,” “believes,” “secks,” “could,” “should,” “may,” “will,” or the
negative versions thereof, and similar expressions and by the context in which they are used. Such forward looking statements are
based upon our current expectations and speak only as of the date made. Such statements are highly dependent upon a variety of risks,
uncertainties and other important factors that could cause actual results to differ materially from those reflected in such forward
looking statements. Such factors include, but are not limited to, uncertaintics regarding our ability to consummate and successfully
integrate acquired businesses, uncertainties regarding any existing or newly-discovered expenses and liabilities related to
environmental compliance and remediation, our ability to compete successfully without any significant degradation in our margin
rates, seasonal fluctuations in business levels, uncertainties regarding the price levels of natural gas, clectricity, fuel and labor, the
impact of negative economic conditions on our customers and such customers’ workforce, the continuing increase in domestic
healthcare costs, demand and prices for our products and services, additional professional and internal costs necessary for compliance
with recent and proposed future changes in Securities and Exchange Commission (including the Sarbanes-Oxley Act of 2002), New
York Stock Exchange and accounting rules, strikes and unemployment levels, our efforts to evaluate and potentially reduce internal
costs, economic and other developments associated with the war on terrorism and its impact on the economy and general economic
conditions. We undertake no obligation to update any forward looking statements to reflect events or circumstances arising after the
date on which they are made.

RISKS RELATING TO OUR BUSINESS AND INDUSTRY
We face intense competition within our industry, which may adversely affect our results of operations and financial condition.

The uniform rental and sales industry is highly competitive. The principal methods of competition in the industry are quality of service
and price. We believe that the top four companies in the uniform rental segment of the industry, including us, currently generate over
40% of the industry’s volume. Our leading competitors include Aramark Corporation, Cintas Corporation and G&K Services, Inc. The
remainder of the market, however, is divided among more than 400 smaller businesscs, many of which serve one or a limited number
of markets or geographic service areas. In addition to our traditional rental competitors, we may increasingly compete in the future
with businesses that focus on selling uniforms and other related items. Increased competition may result in price reductions, reduced
gross margins and loss of market share, any of which could have a material effect on our results of operations and financial condition.
We also compete with industry competitors for acquisitions, which has the effect of increasing the price for acquisitions and reducing
the number of acquisition candidates available to us. [f we pay higher prices for businesses we acquire, our returns on investment and
profitability may be reduced.

Implementation of our growth strategy may not be successful, which could adversely affect our ability to increase our revenues or
our profitability.

As part of our growth strategy, we intend to continue to actively pursue additional acquisition opportunities. However, as discussed
above, we compete with others within our industry for suitable acquisition candidates. This competition may increase the price for
acquisitions and reduce the number of acquisition candidates available to us. As a result, acquisition candidates may not be available
to us in the future on favorable terms. Even if we are able to acquire businesses on favorable terms, managing growth through
acquisition is a difficult process that includes integration and training of personnel, combining plant and operating procedures and
additional matters related to the integration of acquired businesses within our existing organization. Unanticipated issues related to
integration may result in additional expense or in disruption to our operations, either of which could negatively impact our ability to
achieve anticipated benefits. While we believe we will be able to fully integrate acquired businesses, we can give no assurance that we
will be successful in this regard.

The successful implementation of our growth strategy will require us to increase our work force, the scope of our operating and
financial systems and the geographic area of our operations. We believe this growth will increase our operating complexity and the
level of responsibility for both existing and new management personnel. Managing and sustaining our growth and expansion may
require substantial enhancements to our operational and financial systems and controls, as well as additional administrative,
operational and financial resources. There can be no assurance that we will be able to manage our cxpanding operations successfully
ot that we will be able to maintain or accelerate our growth, and any failure 10 do so could have an adverse effect on our results of
operations and financial condition.

In order to finance such acquisitions, we may need to obtain additional funds either through public or private financings, including

bank and other secured and unsecured borrowings and the issuance of debt or equity securities. There can be no assurance that future
issuances of securities in connection with acquisitions will not be dilutive to our stockholders.
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The expenses we incur to comply with environmental regulations, including costs associated with potential environmental
remediation, may prove fo be significant and could have a material adverse affect on our results of operations and financial
condition.

We, like our competitors, are subject to various federal, state and local laws and regulations governing, among other things, the
generation, handling, storage, transportation, treatment and disposal of hazardous wastes and other substances. In particular, industrial
laundries currently use and must dispose of detergent waste water and other residues, and, in the past, used perchloroethylene and
other dry cleaning solvents. Over the years, we have settled, or contributed to the settlement of, actions or claims brought against us
relating to the disposal of hazardous materials and there can be no assurance that we will not have to expend material amounts to
remediate the consequences of any such disposal in the future. Further, under environmental laws, an owner or lessee of real estate
may be liable for the costs of removal or remediation of certain hazardous or toxic substances located on or in or emanating from such
property, as well as rclated costs of investigation and property damage. Such laws often impose liability without regard to whether the
owner or lessee knew of or was responsible for the presence of such hazardous or toxic substances. There can be no assurance that
acquired or leased locations have been operated in compliance with environmental laws and regulations or that future uses or
conditions will not result in the imposition of liability upon us under such laws or expose us to third-party actions such as tort suits.

On a quarterly basis, we assess each of our environmental sites to determine whether the costs of investigation and remediation of
environmental conditions are probable and can be reasonably estimated as well as the adequacy of our accruals with respect to such
costs. There can be no assurance that our accruals with respect to our environmental sites will be sufficient or that the costs of
remediation and investigation will not substantially exceed our accruals as new facts, circumstances or estimates arise.

Our nuclear garment decontamination facilities are licensed by the Nuclear Regulatory Commission, or in certain cases, by the
applicable state agency, and are subject to regulation by federal, state and local authorities. In the past, scrutiny and regulation of
nuclear facilities and related services have resulted in the suspension of operations at certain nuclear facilities served by us or
disruptions in our ability to service such facilitics. There can be no assurance that such scrutiny and regulation will not lead to the
shut-down of such facilities or otherwise cause material disruptions in our garment decontamination business.

If we are unable to preserve positive labor relationships or become the target of corporate labor unionization campaigns, the
resulting labor unrest could disrupt our business by impairing our ability to produce and deliver our products.

We employ over 10,000 persons. Approximately 2% of our United States employees are represented by a union pursuant to a
collective bargaining agreement. Competitors within our industry have been the target of corporate unionization campaigns by
multiple labor unions. While our management believes that our employee relations are good, we cannot assure you that we will not
experience pressure from labor unicns or become the target of campaigns similar to those faced by our competitors. If we do
encounter pressure from labor unions, any resulting labor unrest could disrupt our business by impairing our ability to produce and
deliver our products. In addition, significant union representation would require us to negotiate the wages, salaries, benefits and other
terms with many of our employees collectively and could adversely affect our results of operations by increasing our labor costs or
otherwise restricting our ability to maximize the efficiency of our operations.

Our business may be adversely affected by national, regional or industry specific economic slowdowns.

National, regional or industry specific economic slowdowns, as well as events or conditions in a particular area, such as adverse
weather and other factors, may adversely affect our operating results. In addition, increases in interest rates that may lead to a decline
in economic activity, while simultaneously resulting in higher interest expense to us under our credit facility and floating rate notes,
may adversely affect our operating results,

Economic and business conditions affecting our customer base could negatively impact our sales and operating results.

We supply uniform services to many industries that have been subject to one or more of shifting employment levels, changes in
worker productivity, uncertainty regarding the impacts of rehiring and a shift to offshore manufacturing. Economic hardship among
our customer base could cause some of our customers to reduce work forces, restrict expenditures or even cease to conduct business,
all of which could reduce the number of employees utilizing our uniform services, which would adversely affect our sales and results
of operations.




Failure to comply with the other state and federal regulations to which we are subject may result in penalties or costs that could
have a material adverse effect on our business.

Our business is subject to various other state and federal regulations, including employment laws and regulations, minimum wage
requirements, overtime requirements, working condition requirements, citizenship requirements and other laws and regulations. Any
appreciable increase in the statutory minimum wage rate, income or overtime pay, adoption of mandated health benefits, or changes to
immigration laws and citizenship requirements would likely result in an increase in our labor costs and/or contribute to a shortage of
available labor and such cost increase or labor shortage, or the penalties for failing to comply with such statutory minimums or
regulations, could have an adverse effect on our business, liquidity and results of operations.

Our business may be subject to seasonal and quarterly fluctuations.

Historically, our revenues and operating results have varied from quarter to quarter and are expected to continue to fluctuate in the
future. In addition, our operating results historically have been seasonally lower during the second and fourth fiscal quarters than
during the other quarters of the fiscal year. We incur various costs in integrating or establishing newly acquired businesses or start-up
operations, and the profitability of a new location is generally expected to be lower in the initial period of its operation than in
subsequent periods. Start-up operations in particular lack the support of an existing customer base and require a significantly longer
period to develop sales opportunities and meet targeted operating results.

These factors, among others, make it likely that in some future quarters our results of operations may be below the expectations of
securitics analysts and investors, which could have an adverse effect on the market price of our Common Stock.

Loss of our key management or other personnel could adversely impact our business.

Our success is largely dependent on the skills, experience and efforts of our senior management and certain other key personnel. If, for
any reason, one or more senior executives or key personnel were not to remain active in our Company, our results of operations could
be adversely affected. Our future success also depends upon our ability to attract and retain qualified managers and technical and
marketing personnel, as well as sufficient numbers of hourly workers. There is competition in the market for the services of such
qualified personnel and hourly workers and our failure to attract and retain such personnel or workers could adversely affect our
results of operations.

We depend on third parties to supply us with raw materials and ship a large portion of our products, and our results of operations
could be adversely affected if we are unable to obtain adequate raw materials and ship our products in a timely manner.

We manufactured 59% of all garments which we placed in service during fiscal 2007. These were primarily work pants manufactured
at our plant in Ebano, San Luis Potosi, Mexico and shirts manufactured at our plant in Valles, San Luis Potosi, Mexico. The balance of
the garments used in our programs are purchased from a variety of industry suppliers. While we currently acquire the raw materials
with which we produce our garments from a limited number of suppliers, we believe that such materials are readily available from
other sources. To date, we have experienced no significant difficulty in obtaining any of our raw materials or supplies. However, if we
were to experience difficulty obtaining any of our raw materials from such suppliers and were unable to obtain new materials or
supplies from other industry suppliers, it could adversely affect our results of operations.

We utilize United Parcel Service and other common carriers to ship a large portion of our products. Strikes or other service
interruptions affecting such carriers could impair our ability to deliver products on a timely and cost-effective basis. In addition,
because we typically bear the cost of shipment to our customers, any increase in shipping rates could adverscly affect our operating
results.

Our failure to retain our current customers and renew our existing customer contracts could adversely affect our results of
operations and financial condition.

Our success depends on our ability to retain our current customers and renew our existing customer contracts. Our ability to do so
generally depends on a variety of factors, including the quality, price and responsiveness of our services, as well as our ability to
market these services effectively and to differentiate ourselves from our competitors. We cannot assure you that we will be able to
renew existing customer contracts at the same or higher rates or that our current customers will not turn to competitors, cease
operations, elect to self-operate or terminate contracts with us. The failure to renew a significant number of our existing contracts
would have an adverse effect on our results of operations and financial condition.




Increases in fuel and energy costs could adversely affect our results of operations and financial condition,

The price of fuel and energy needed to run our vehicles and equipment is unpredictable and fluctuates based on events outside our
control, including geopolitical developments, supply and demand for oil and gas, actions by OPEC and other oil and gas producers,
war and unrest in oil producing countries, regional production patterns, limits on refining capacities, natural disasters and
environmental concerns. Any increase in fuel and energy costs could adversely affect our results of operations and financial condition.

Quarterly fluctuations in our nuclear specialty garment business could dispreportionately impact our revenue and net income and
create volatility in the price of our Common Stock.

Our nuclear decontamination business 1s affected by shut-downs, outages and clean-ups of the nuclear facilities we service. We are not
able to control or predict with certainty when such shut-downs, outages and clean-ups will occur. Qur nuclear decontamination
business tends to generate more revenue in the first and third fiscal quarters, which is when nuclear power plants typically schedule
their plant outages and refuelings and thereby increase nuclear garment utilization. Quarterly fluctuations in our nuclear
decontamination business could have a disproportionate impact on revenue and net income and create volatility in the price of our
Common Stock.

Our international business results are influenced by currency fluctuations and other risks that could have an adverse effect on our
results of operations and financial condition.

A portion of our sales is derived from international markets. Revenue denominated in currencies other than the U.S. dollar represented
approximately 9% of total consolidated revenues for fiscal 2007, 8% for fiscal 2006 and 7% for fiscal 2005. The operating results of
our international subsidiaries are translated into U.S. dollars and such results are affected by movements in foreign currencies relative
to the U.S. dollar. Our international operations are also subject to other risks, including the requirement to comply with changing and
conflicting national and local regulatory requirements, potential difficulties in staffing and labor disputes; managing and obtaining
support and distribution for local operations, credit risk or financial condition of local customers, potential imposition of restrictions
on investments, potentially adverse tax consequences, including imposition or increase of withholding and other taxes on remittances
and other payments by subsidiaries; foreign exchange controls, and local political and social conditions. There can be no assurance '
that the foregoing factors will not have an adverse effect on our international operations or on our consolidated financial condition and
results of operations. We own and operate manufacturing facilities in Mexico. Operations in developing nations present several
additional risks, including greater fluctuation in currencies relative to the U.S. dollar, economic and governmental instability, civil
disturbances, volatility in gross domestic production, Foreign Corrupt Practice Act compliance issues and nationalization and
expropriation of private assets.

Changes in or new interprétations of the governmental regulatory framework may affect our contract terms and may reduce our
sales or profits.

A portion of our total consolidated revenues is derived from business with U.S. federal, state and local governments and agencies.
Changes or new interpretations in, or changes in the enforcement of, the statutory or regulatory framework applicable to services
provided under governmental contracts or bidding procedures could result in fewer new contracts or contract renewals, modifications
to the methods we apply to price government contracts or in contract terms of shorter duration than we have historically experienced,
any of which could result in lower sales or profits than we have historically achieved, which could have an adverse effect on our
results of operations.

The price of our Common Stock may be highly velatile, which could result in significant price declines.

The price of our Common Stock may experience significant volatility. Such volatility may be caused by fluctuations in our operating
results, changes in earnings estimated by investment analysts, the number of shares of our Common Stock traded each day, the degree
of success we achieve in implementing our business and growth strategies, changes in business or regulatory conditions affecting us,
our customers or our competitors and other factors. In addition, the New York Stock Exchange historically has experienced extreme
price and volume fluctuations that often have been unrelated to, or disproportionate to, the operating performance of its listed
companies. These fluctuations, as well as general economic, political and market conditions, may adversely affect the market price of
our Common Stock.




We are controlled by our principal stockholders, and our other stockholders may be unable to affect the outcome of stockholder
voting.

As of August 25, 2007, the members of the Croatti family owned in the aggregate 253,992 shares of our Commen Stock and
4,937,369 shares of our Class B Common Stock, which represents approximately 26.9% of the aggregate number of outstanding
shares of our Cornmon Stock and Class B Common Stock, but approximately 77.9% of the combined voting power of the outstanding
shares of our Common Stock and Class B Common Stock. As a result, the members of the Croatti family, acting with other family
members, could effectively control most matters requiring approval by our stockholders, including the election of a majority of the
directors. While historically the members of the Croatti family have individually voted their respective shares of Class B Common
Stock in the same manner, there is no contractual understanding requiring this and there is no assurance that the family members will
continue to individually vote their shares of Class B Common Stock in the same manner. This voting control by the members of the
Croatti family, together with certain provisions of our by-laws and articles of organization, could have the effect of delaying, deferring
or preventing a change in controi of our Company that would otherwise be beneficial to our public stockholders.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

As of August 25, 2007, we owned or occupied 193 facilities containing an aggregate of approximately 5.0 million square feet located
in the United States, Canada, Mexico and Europe. We own 113 of these facilities, containing approximately 4.1 million square feet.
These facilities include our 320,000 square foot Owensboro, Kentucky distribution center and most of our industrial laundry
processing plants. We believe our industrial laundry facilities are among the most modern in the industry.

We own substantially all of the machinery and equipment used in our operations. We believe that our facilities and our production,
cleaning and decontamination equipment have been well maintained and are adequate for our present needs. We also own a fleet of
approximately 2,500 delivery vans, trucks and other vehicles.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are subject to legal proceedings and claims arising from the current conduct of our business operations,
including personal injury, customer contract, and employment claims, We maintain insurance coverage providing indemnification
against the majority of such claims, and we do not expect that we will sustain any material loss as a result thereof.

In addition, we, like our competitors, are subject to various federal, state and local laws and regulations governing, among other
things, the generation, handling, storage, transportation, treatment and disposal of hazardous wastes and other substances. In
particular, industrial laundries currently use and must dispose of detergent waste water and other residues, and, in the past, used
perchloreethylene and other dry cleaning solvents. Over the years, we have settled, or contributed to the settlement of, actions or
claims brought against us relating to the disposal of hazardous materials and there can be no assurance that we will not have to expend
material amounts to remediate the consequences of any such disposal in the future. Further, under environmental laws, an owner or
lessee of real estate may be liable for the costs of removal or remediation of certain hazardous or toxic substances located on or in or
emanating from such property, as well as related costs of investigation and property damage. Such laws often impose liability without
regard to whether the owner or lessee knew of or was responsible for the presence of such hazardous or toxic substances. There can be
no assurance that acquired or leased locations have been operated in compliance with environmental laws and regulations or that
future uses or conditions will not result in the imposition of liability upon us under such laws or expose us to third-party actions such
as tort suits. Refer to Note 10 of our Consolidated Financial Statements for further discussion.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS

None




PART I

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

COMMON STOCK INFORMATION
Qur Common Stock trades on the New York Stock Exchange under the symbol “UNF”, while cur Class B Common Stock is not

publicly traded. The following table sets forth, for the periods indicated, the high and low closing prices of our Common Stock on the
New York Stock Exchange, and the dividends per share paid on our Common Stock and Class B Common Stock.

Price Per Share Dividends Per Share
Class B
‘ High Low Common Steck Common Stock
Year ended August 25, 2007 |
First Quarter ) b 40.00 3 30.80 b 0.0375 $ 0.0300 |
Second Quarter 4459 38.15 0.0375 0.0300 !
Third Quarter 44 .59 38.37 0.0375 0.0300 ‘
Fourth Quarter ] 47,05 37.40 0.0375 0.0300 :
\
Price Per Share Dividends Per Share ‘
Class B
) High Low Common Stock Common Stock
Year ended August 26, 2006
First Quarter $ 39.38 b 30.70 $ 0.0375 b 0.0300
Second Quarter ‘ 35.69 30.50 0.0375 ~0.0300
Third Quarter i 34.24 28.80 0.0375 0.0300
Fourth Quarter ) 34.54 29.65 0.0375 0.0300

The approximate number of shareholders of record of our Common Stock and Class B Commen Stock as of November 2, 2007 were
88 and 21, respectively. We believe that the number of beneficial owners of our Common Stock is substantially greater than the
number of record holders because a large portion of our Common Stock is held of record in broker *‘street names.”’

We have paid regular quarterly dividends since 1983 and intend to continue such policy subject to, among other factors, our earnings,
financial condition and capital requirements. No dividends will be payable unless declared by our Beard of Directors and then only to
the extent funds are legally available for the payment of such dividends. In the event that our Board of Directors votes to pay a
dividend, our Common Stock must receive a dividend equal to no less than 125% of any dividend paid on the Class B Common Stock.
On July 3, 2007, our Board of Directors declared a quarterly dividend of $0.0375 and $0.0300 per share on our Common Stock and
Class B Commeon Stock, respectively, that will be payable on October 3, 2007 to stockholders of record on September 12, 2007.

The following table sets forth information concerning our equity compensation plans as of August 25, 2007.

Equity Compensation Plan Information
Number of securities
remaining available for

Number of securities to be ~ Weighted average future issuance under
issued upon exercise of exercise price of equity compensation plan
outstanding options, outstanding options, {excluding securities
Plan category warrants and rights warrants and rights _ referenced in column (a}))
(@) (b) (c)
Equity compensation plans approved by security holders 293,975 h) 28.87 377,050
Equity compensation plans not approved by security holders — N/A —_
Total . 293,975 3 28.87 377,050
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Stock Performance Graph

Set forth below is a line graph comparing the yearly percentage change in the cumulative total shareholder return on our Common
Stock, based on the market price of our Common Stock, with the cumulative total shareholder return of a peer group and of companies
within the Standard & Poor’s 500 Stock Index, in each case assuming reinvestment of dividends. The peer group is composed of
Cintas Corporation, G & K Services, Inc, and Angelica Corporation. The calculation of cumulative total shareholder return assumes a
$100 investment in our Common Stock, the peer group and the S&P 500 Stock Index on August 31, 2002,

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN*
Among UniFirst Corparatign, The S&P 500 Index
And A Peer Group
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* $100 invested an 873102 in stock or index-inchading reinvestment of dividends. Fiscal year ending August 31.

Copyright © 2007, Standard & Poor's, & division of Tha McGraw.Hill Companies, Inc. Al rights reserved.
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ITEM 6. SELECTED FINANCIAL DATA

The foltowing selected consolidated financial data should be read in conjunction with our Consolidated Financial Statements and
Notes to Consolidated Financial Statements included in Item 8.

The selected consolidated balance sheet data set forth below as of August 25, 2007 and August 26, 2006 and the selected consolidated
income statement data for the three years in the period ended August 25, 2007 are derived from our audited consolidated financial
statements included in this Annual Report on Form 10-K. All other selected consolidated financial data set forth below is derived from
our audited financial statements not included in this Annual Report on Form 10-K. The per share data listed below is accounted for in
accordance with the Emerging Issues Task Force (“EITF”) Issue No. 03-6, Participating Securities and the Two-Class Method under
FAS 128. EITF Issue No. 03-6 provides guidance in determining when the two-class method, as defined in Statements of Financial
Accounting Standards (“SFAS™) No. 128, Earnings per Share, should be utilized in calculating earnings per share. We were required
to adopt EITF Issue No. 03-6 in the quarter ended August 27, 2005 and to apply the provisions of EITF Issue No. 03-6 retroactively to
all periods presented. Our Common Stock has a 25% dividend preference to our Class B Common Stock. The Class B Common
Stock, which has ten votes per share as opposed to one vote per share for the Common Stock, is not freely transferable but may be
converted at any time on a one-for-one basis into Common Stock at the option of the holder of the Class B Common Stock. EITF
Issue No. 03-6 requires the income per share for each class of common stock to be calculated assuming 100% of our eamings are
distributed as dividends to each class of common stock based on their respective dividend rights,
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Five Year Financial Summary
UniFirst Corporation and Subsidiaries

Fiscal Year Ended August
{In thousands, except per share data) 2007 2006 2005 2004 2003

Selected Balance Sheet Data:

Total assets $ 874,464 $ 829,702 $ 748,305 $ 702,366 $ 516,131
Long-term obligations $ 206,049 $ 210,535 $ 176,671 $ 178,841 $ 69812
Shareholders' equity $ 497327 $ 452,545 $ 412,342 $ 168,707 § 336,338
Selected Income Statement Data:
Revenues $ 902,102 $ 820,972 § 763,842 $ 719,356 3 596,936
Depreciation and amortization $ 48,512 $ 45310 S 43,927 $ 44,889 $ 39,659
Income from operations S 84,221 § 73,801 £ 76,012 $ 64,004 § 48838
Other expense, net $ 10,759 $ 9,544 § 6841 $ 9406 5 1,266
Provision for income taxes $ 28,267 § 25049 § 25823 $ 21,020 $ 18310
Income before cumulative effect of
accounting change _ $ 45,195 $ 39208 $ 43348 § 33,578 3 29262
Cumulative effect of accounting change 3 — $ — $ — $ — 3 2242
Net income $ 45,195 $ 39208 $ 43,348 $ 33,578 $ 27020
Income per share before cumulative effect of
accounting change:
Basic - Common stock S 247 £ 2.25 $ 2.51 S 1.95 g 1.71
Basic - Class B Common Stock ] 1.98 3 1.80 $ 2.01 § 1.56 $ 1.37
Diluted - Common stock $ 2.34 $ 2.03 3 224 $ 1.74 $ 1.52
Income per share after cumulative effect of
accounting change:
Basic - Common stock $ 247 3 2.25 $ 2.51 3 1.95 $ 1.58
Basic - Class B Common Stock 3 1.98 $ 1.80 b 2.01 3 1.56 $ 1.27
Diluted - Common stock 5 2.34 b 2.03 $ 2.24 3 1.74 $ 1.40
Dividends per share: )
Common stock b 0.15 3 0.15 b3 0.15 $ 0.15 3 0.15
Class B Common Stock $ 0.12 3 0.12 $ 0.12 $ 0.12 5 0.12

On September 2, 2003, we completed our acquisition of 100% of Textilease Corporation for $175.6 million in cash. The results of
operations of this acquisition have been included in our Consolidated Financial Statements since the acquisition date,

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Overview

UniFirst Corporation is one of the largest providers of workplace uniforms and protective clothing in the United States. We design,
manufacture, personalize, rent, clean, deliver, and sell a wide range of uniforms and protective clothing, including shirts, pants,
Jjackets, coveralls, lab coats, smocks, aprons and specialized protective wear, such as flame resistant and high visibility garments, We
also rent industrial wiping products, floot mats, facility service products and other non-garment items, and provide first aid cabinet
services and other safety supplies, to a variety of manufacturers, retailers and service companies.

We serve businesses of all sizes in numerous industry categories. Our typical customers include automobile service centers and
dealers, delivery services, food and general merchandise retailers, food processors and service operations, light manufacturers,
maintenance facilities, restaurants, service companies, soft and durable goods wholesalers, transportation companies, and others who
require employee clothing for image, identification, protection or utility purposes. We also provide our customers with restroom
supplies, including air fresheners, paper products and hand soaps.

At certain specialized facilities, we also decontaminate and clean work clothes that may have been exposed to radioactive materials

and service special clean room protective wear. Our typical customers for these specialized services include government agencies,
research and development laboratories, high technology companies and utilities operating nuclear reactors.
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SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, establishes standards for reporting information
regarding operating segments in annual financial statements and requires selected information of those segments 1o be presented in
interim financial reports issued to stockholders. Operating segments are identified as components of an enterprise for which separate
discrete financial information is available for evaluation by the chief operating decision-maker, or decision-making group, in making
decisions on how to allocate resources and assess performance. Qur chief operating decision maker, as defined under SFAS No. 131,
is our chief executive officer. We have six operating segments based on the information reviewed by our chief executive officer: US
Rental and Cleaning, Canadian Rental and Cleaning, Manufacturing (“MFG”), Specialty Garments Rental and Cleaning (“Specialty
Garments”™), First Aid and Corporate. The US Rental and Cleaning and Canadian Rental and Cleaning operating segments have been
combined to form the US and Canadian Rental and Cleaning reporting segment. Refer to Note 14 of our Consolidated Financial
Statements for our disclosure of segment information.

The US and Canadian Rental and Cleaning reporting segment purchases, rents, cleans, delivers and sells, uniforms and protective
clothing and non-garment items in the United States and Canada. The operations of the US and Canadian Rental and Cleaning
reporting segment are referred to by us as our *industrial laundry operations’ and we refer to the locations related to this reporting
segment as our ‘industrial laundries’.

The MFG operating segment designs and manufactures uniforms and non-garment items primarily for the purpose of providing these
goods to the US and Canadian Rental and Cleaning reporting segment. The amounts refiected as revenues of MFG are generated when
goods are shipped from our manufacturing facilities to our other locations. These revenues are recorded at a transfer price which is
typically in excess of the actual manufacturing cost. The transfer price is determined by our management and may not necessarily
represent the fair value of the products manufactured. Products are carried in inventory and subsequently placed in service and
amortized at this transfer price. On a consolidated basis, intercompany MFG revenues and MFG income are eliminated and the
carrying value of inventories and rental merchandise in service is reduced to the manufacturing cost. Income before income taxes from
MEFG, net of the intercompany MFG elimination, was $25.1 million, $23.8 million, and $21.6 million for years ended August 25,
2007, August 26, 2006 and August 27, 2005, respectively. This income offsets the merchandise amortization costs incurred by the US
and Canadian Rental and Cleaning reporting segment as the merchandise costs of this reporting segment are amortized and recognized
based on inventories purchased from MFG at the transfer price which is above our manufacturing cost.

The Corporate operating segment consists of costs associated with our distribution center, sales and marketing, information systems,
engineering, materials management, manufacturing planning, finance, budgeting, human resources, other general and administrative
costs and interest expense. The revenues generated from the Corporate operating segment represent certain direct sales made directly
from our distribution center. The products sold by this operating segment are the same products rented and sold by the US and
Canadian Rental and Cleaning reporting segment. In the segment disclosures in Note 14 to our consolidated financial statements, no
assets or capital expenditures are presented for the Corporate operating segment as no assets are allocated to this operating segment in
the information reviewed by our chief executive officer. However, depreciation and amortization expense related to certain assets are
reflected in income from operations and income before income taxes for the Corporate operating segment. The assets that give rise to
this depreciation and amortization are included in the total assets of the US and Canadian Rental and Cleaning reporting segment as
this is how they are tracked and reviewed by us.

We refer to our US and Canadian Rental and Cleaning, MFG, and Corporate segments combined as our ‘core laundry operations’.
The Specialty Garments operating segment purchases, rents, cleans, delivers and sells, specialty garments and non-garment items
primarily for nuclear and clean room applications. The First Aid operating segment sells first aid cabinet services and other safety
supplies.

Approximately 90% of our revenues in 2007 were derived from US and Canadian Rental and Cleaning, and Corporate. A key driver
of this business is the number of workers employed by our customers. Our revenues are directly impacted by fluctuations in these
employment levels. Revenues from Specialty Garments, which accounted for 7% of our 2007 revenues, increase during outages and
refueling by nuclear power plants, as garment usage increases at these times. First Aid represented 3% of our total revenue in 2007.

'Critical Accounting Policies and Estimates

We believe the following critical accounting policies reflect our more significant judgments and estimates used in the preparation of
our consolidated financial statements.

- 13-




Use of Estimates

The preparation of our financial statements is in conformity with accounting principles generally accepted in the United States, which
requires management to make estimates and assumptions that affect the reported amounts in the financial statements and
accompanying notes. The actual results could differ from our estimates.

Foreign Currency Translation

The functional currency of our foreign operations is the local country’s currency. Transaction gains and losses, including gains and
losses on our intercompany transactions, are included in selling and administrative expenses, in the accompanying consolidated
statements of income. Assets and liabilities of operations outside the United States are translated into U.S. dollars using period-end
exchange rates. Revenues and expenses are translated at the average exchange rates in effect during each month of the fiscal year. The
effects of foreign currency translation adjustments are included in shareholders’ equity as a component of accumulated other
cornprehensive income in the accompanying consolidated balance sheets.

Revenue Recognition and Allowance for Doubtful Accounts

We recognize revenue from rental operations in the period in which the services are provided. Direct sale revenue is recognized in the
period in which the services are performed or when the product is shipped. Qur judgment and estimates are used in determining the
collectability of accounts receivable and evaluating the adequacy of the allowance for doubtful accounts. We consider specific
accounts receivable and historical bad debt experience, customer credit worthiness, current economic trends and the age of
outstanding balances as part of our evaluation. Changes in our estimates are reflected in the period they become known. If the
financial condition of our customers were to deteriorate, resulting in an impairment of their ability to make payments, additional
allowances may be required. Material changes in our estimates may result in significant differences in the amount and timing of bad
debt expense recognition for any given period.

Inventories and Rental Merchandise in Service

Our inventories are stated at the lower of cost or market value, net of any reserve for excess and obselete inventory. Judgments and
estimates are used in determining the likelihood that new goods on hand can be sold to our customers or used in our rental operations.
Historical inventory usage and current revenue trends are considered in estimating both excess and obsolete inventories. If actual
product demand and market conditions are less favorable than the amount we projected, additional inventory write-downs may be
required. We use the first-in, first-out (“"FIFO™) method to value our inventories, which primarily consist of finished goods.

Rental merchandise in service is being amortized on a straight-line basis over the estimated service lives of the merchandise, which
range from 6 to 36 months. In establishing estimated lives for merchandise in service, our management considers historical experience
and the intended use of the merchandise. Material differences may result in the amount and timing of operating profit for any period if
we make significant changes to our estimates.

Goodwill, Intangibles and Other Long-Lived Assets

In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, goodwill is not amortized. SFAS No. 142 requires that
companies test goodwill for impairment on an annual basis. In addition, SFAS No. 142 also requires that companies test goodwill if
events occur or circumstances change that would more likely than not reduce the fair value of a reporting unit to which goodwill is
assigned below its carrying amount. Our evaluation considers changes in the operating environment, competitive information, market
trends, operating performarce and cash flow modeling. We complete our annual impairment test in the fourth quarter of each fiscal
year and there have been no impairments of goodwill in fiscal 2007 or 2006. Future events could cause us to conclude that impairment
indicators exist and that goodwill or other intangibles associated with previously acquired businesses are impaired. Any resulting
impairment loss could have a material impact on our financial condition and results of operations.
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Property and equipment and definite-lived intangible assets are depreciated or amortized over their useful lives. Useful lives are based
on our estimates of the period that the assets will generate revenue. Long-lived assets are evaluated for impairment whenever events or
circumstances indicate an asset may be impaired. There were no material impairments of property and equipment or definite-lived
intangible assets in fiscal 2007 or 2006.

Insurance

We self-insure for certain obligations related to health, workers’ compensation, vehicles and general liability programs. We also
purchase stop-loss insurance policies to protect ourselves from catastrophic losses. Judgments and estimates are used in determining
the potential value associated with reported claims and for events that have occurred, but have not been reported. Our estimates
consider historical claim experience and other factors. Our liabilities are based on our estimates, and, while we believe that our
accruals are adequate, the ultimate liability may be significantly different from the amounts recorded. Changes in our claim
experience, our ability to settle claims or other estimates and judgments we use could have a material impact on the amount and
timing of expense for any given period.

Environmental and Other Contingencies

We are subject to legal proceedings and claims arising from the conduct of our business operations, including environmental matters,
personal injury, customer contract matters and employment claims. Accounting principles generally accepted in the United States
require that a liability for contingencies be recorded when it is probable that a liability has occurred and the amount of the liability can
be reasonably estimated. Significant judgment is required to determine the existence of a liability, as well as the amount to be
recorded. We regularly consult with our attorneys and outside consultants to ensure that all of the relevant facts and circumstances are
being considered, before a contingent liability is recorded. We record accruals for environmental and other contingencies based on
enacted laws, regulatory orders or decrees, our estimates of costs, insurance proceeds, participation by other parties, the timing of
payments, and the input of our attorneys and outside consultants.

The estimated liability for environmental contingencies has been discounted using risk-free interest rates ranging from 4% to 5% over
periods ranging from ten to thirty years. The estimated current costs, net of legal settlements with insurance carriers, have been
adjusted for the estimated impact of inflation at 3% per year. Changes in cnacted laws, regulatory orders or decrees, our estimates of
costs, insurance proceeds, participation by other parties, the timing of payments and the input of our attorneys and outside consultants
based on changing legal or factual circumstances could have a material impact on the amounts recorded for our environmental and
other contingent liabilities. Refer to Note 10 of the consolidated financial statements for additional discussion and analysis.

Asset Retirement Obligations

We follow the provisions of SFAS No. 143, Accounting for Asset Retirement Obligations, which generally applies to legal obligations
associated with the retirement of long-lived assets that result from the acquisition, construction, development and/or the normal
operation of a long-lived asset. Under this accounting method, we recognize asset retirement obligations in the period in which they
are incurred if a reasonable estimate of fair value can be made. The associated asset retirement costs are capitalized as part of the
carrying amount of the long-lived asset.

We have recognized as a liability the present value of the estimated future costs to decommission our nuclear laundry facilities in
accordance with the provisions of SFAS No. 143, We depreciate, on a straight-line basis, the amount added to property and equipment
and recognize accretion expense in connection with the discounted liability over the various remaining lives which range from
approximately one to twenty-four years.

Our estimated liability has been based on historical experience in decommissioning nuclear laundry facilities, estimated useful lives of
the underlying assets, external vendor estimates as to the cost to decommission these assets in the future, and federal and state
regulatory requirements. The estimated current costs have been adjusted for the estimated impact of inflation at 3% per year. The
liability has been discounted using credit-adjusted risk-free rates that range from approximately 3% to 7%. Revisions to the liability
could occur due to changes in the estimated usefui lives of the underlying assets, estimated dates of decommissioning, changes in
decommissioning costs, changes in federal or state regulatory guidance on the decommissioning of such facilities, or other changes in
estimates. Changes due to revisions in our estimates will be recognized by adjusting the carrying amount of the liability and the related
long-lived asset if the assets are still in service, or charged to expense in the period if the assets are no longer in service.
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Pensions

The caleulation of pension expense and the corresponding liability requires us to use of a number of critical assumptions, including the
expected long-term rate of return on plan assets and the assumed discount rate. Changes in our assumptions can result in different
expense and liability amounts, and future actual experience can differ from these assumptions. Pension expense increases as the
expected rate of return on pension plan assets decreases. Future changes in plan asset returns, assumed discount rates and various other
factors related to the participants in our pension plans will impact our future pension expense and liabilities. We cannot predict with
certainty what these factors will be in the future.

Income Taxes

We account for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes. Deferred income taxes are provided
for temporary differences between the amounts recognized for income tax and financial reporting purposés at currently enacted tax
rates. We compute income tax expense by jurisdiction based on our operations in each jurisdiction.

We are periodically reviewed by domestic and foreign tax authorities regarding the amount of taxes due. These reviews include
questions regarding the timing and amount of deductions and the allocation of income among various tax jurisdictions. In evaluating
the exposure associated with various filing positions, we record estimated reserves for probable exposures, in accordance with SFAS
No. 5, Accounting for Contingencies.

Results of Operations

The following table presents (in thousands, expect for percentages), as a percent of total revenue, certain selected financial data for our
three fiscal years ended August 25, 2007, August 26, 2006 and August 27, 2005. Operating costs presented below include
merchandise costs related to the amortization of rental merchandise in service and direct sales as well as labor and other production,
service and delivery costs associated with operating our industrial laundries, Specialty Garments facilities, First Aid locations and our
distribution center. Selling and administrative costs include costs related to our sales and marketing functions as well as general and
administrative costs associated with our corporate offices and operating locations including information systems, engineering,
materials management, manufacturing planning, finance, budgeting, and human resources.

% Change
FY 2007  FY 2006
% of % of % of vs. vs.
) FY 2007 Revenues FY 2006 Revenues FY 2005 Revenues  FY 2006 FY 2005
Revenues ‘ $ 902,102 100.0% S 820,972 100.0% § 763,842 1000% 99 % 7.5%
Costs and expenses:
Operating costs (1) i 572,221 63.4 524,694 63.9 480,714 62.9 9.1 9.1
Selling and administrative expenses (1) 197,148 21.9 177,167 21.6 163,189 213 11.3 8.6
Depreciation and amortization 48,512 54 45310 5.5 43,927 5.8 7.1 3.1
817,881 90.7 747,171 91.0 687,830 90.0 9.5 8.6
Income from operations _ 84,221 9.3 73,801 9.0 76,012 10.0 14.1 (2.9)
Other expense (income) 10,759 1.2 9,544 1.2 6,841 0.9 12.7 395
Income before income taxes 73,462 8.1 64,257 7.8 69,171 9.1 14.3 (7.1)
Provision for income taxes . 28,267 3.1 25,049 3.0 25,823 3.4 12.8 (3.0)
Net income ) $ 45,195 50% $ 39208 48% 3§ 43348 57% 153 % (9.6)%

(1) Exclusive of depreciation on our fixed assets and amortization of our intangible assets.
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Revenues and income (loss) from operations by reporting segment for the three fiscal years ended August 25, 2007, August 26, 2006,
and August 27, 2005, are presented in the following table. Refer to Note 14 of the consolidated financial statements for discussion of
our reporting segments.

Fiscal year ended August

(in thousands) 2007 2006 2005
Segment Information
Revenues
US and Canadian Rental and Cleaning $ 799,515 § 733,294 3 668,313
MFG 89,209 72,239 57,634
Net intercompany MFG elimination (89,209) (72,239) (57,634)
Corporate 7,945 5,861 6,075
Subtotal: Core Laundry Operations 307,460 739,155 674,388
Specialty Garments 62,868 51,553 61,697
First Aid 31,774 30,264 27,757
$ 902,102 § 820,972 $ 763,842
Income (loss) from operations
US and Canadian Rental and Cleaning $ 111,697 $ 103,270 $ 99,508
MFG 30,51 24,468 21,390
Net intercompany MFG elimination (5,366) {637) 206
Corporate (58.860) {56,020) (52,927)
Subtotal: Core Laundry Operations 77,982 71,081 68,177
Specialty Garments 4,813 358 6,507
First Aid 1,426 2,362 028
$ 84,221 § 73,801 $ 76,012

General

We derive our revenues through the design, manufacture, personalization, rental, cleaning, delivering, and selling of a wide range of
uniforms and protective clothing, including shirts, pants, jackets, coveralls, lab coats, smocks and aprons and specialized protective
wear, such as flame resistant and high visibility garments. We also rent industrial wiping products, floor mats, facility service
products, other non-garment items, and provides first aid cabinet services and other safety supplies, to a variety of manufacturers,
retailers and service companies. We have five reporting segments, US and Canadian Rental and Cleaning, Manufacturing ("MFG”),
Corporate, Specialty Garments Rental and Cleaning (“Specialty Garments”), and First Aid. We refer to the US and Canadian Rental
and Cleaning, MFG, and Corporate reporting segments combined as our “core laundry operations.”

Operating costs include merchandise costs related to the amortization of rental merchandise in service and direct sales as well as labor
and other production, service and delivery costs, and distribution costs associated with operating our core laundry operations,
Specialty Garments facilities, and First Aid locations. Selling and administrative costs include costs related to our sales and marketing
functions as well as general and administrative costs associated with our corporate offices and operating locations including
information systems, engineering, materials management, manufacturing planning, finance, budgeting, and human resources.

Fiscal Year Ended August 25, 2007 Compared with Fiscal Year Ended August 26, 2006

Revenues
August 25, August 26, Dollar Percent
2007 2006 Change Change
(In millions, except percentages)
Core Laundry Operations $ 807.4 3 739.1  § 68.3 9.2%
Specialty Garments 62.9 51.6 11.3 219
First Aid 31.8 30.3 1.5 5.0
Total consolidated revenues 3 902.1 b 8210 § 81.1 9.9%

In 2007, our consolidated revenues increased by $81.1 million from the comparable period in 2006, or 8.9%. This increase was
primarily due to organic growth, which accounted for a 7.5% increase in revenue. The remaining increase of 2.4% was attributable to
incremental acquisition-related revenues. On a segment reporting basis, the core laundry operation’s revenues increased in 2007 by
9.2% compared to fiscal 2006. This increase was due to organic growth of 6.6% and acquisition-related growth of 2.6%. Specialty
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Garments’ revenues increased in 2007 by 21.9% compared to fiscal 2006, which was primarily driven by strong growth in the
segment’s Canadian and European business. First Aid revenues increased by 5.0% in fiscal 2007 compared to the prior fiscal year.

Operating costs

Operating costs increased to $572.2 million, or 63.4% of revenues, for 2007 as compared to $524.7 million, or 63.9% of revenues, for
2006. The decrease in costs as a percent of revenue was primarily attributable to lower energy costs associated with the operation of
our industrial laundries and our fleet of delivery vehicles. In addition, our core laundry operations saw modest reductions in its
production payroll costs as a percentage of revenues. Overall operating costs from Specialty Garments also decreased as a percent of
segment revenues due to its increase in revenues as well as an incremental $0.8 miltion in expense incurred in fiscal 2006 related to
the decommissioning of two of its facilities. During fiscal 2007, First Aid operating costs increased as a percent of segment revenues
due to transition costs it experienced while consolidating its distribution facilities.

Selling and administrative expense

Selling and administrative expenses increased to $197.1 million, or 21.9% of revenues, for 2007 from $177.2 million, or 21.6% of
revenues, for 2006. The increase in selling and administrative expenses as a percent of revenues was primarily due to adjustments
made in fiscal 2007 to our environmental reserves as well as severance expense related to the departure of one of our senior
executives, both affecting the core laundry operations. In addition, we recorded a $0.6 million gain from the sale of one of our
industrial laundry facilities in fiscal 2006. Overall selling and administrative costs associated with our Specialty Garments segment
decreased as a percentage of segment revenues due to the increase in revenues discussed above.

Depreciation and amortization

Depreciation and amortization expense increased $3.2 million, from $45.3 million in fiscal 2006 to $48.5 million in fiscal 2007, but
decreased as a percent of revenues from 5.5% to 5.4%. The increase in depreciation and amortization expense was due to capital
expenditure and acquisition activity.

Income from operations

For the year ended August 25, 2007, the revenue growth in our core laundry operations, Specialty Garments and First Aid segments,
as well as the change in our costs, discussed above, resulted in the following changes in our income from operations:

August 285, August 26, Dollar Percent
2007 2006 Change Change
(In millions, except percentages)
Core Laundry Ope“rations $ 78.0 3 710 8§ 7.0 9.7%
Specialty Garments 4.8 04 44 1,207.3
First Aid 7 1.4 2.4 {1.0) (39.6)
Total consolidated income from operations $ 842 $ 738 § 10.4 14.1 %
Percentage of total revenues 93% 9.0% 1.2%

Other expense (income)

Other expense, which includes interest expense and interest income, increased by $1.2 million to $10.8 million in 2007, compared to
$9.5 million in 2006. Net interest expense increased due to an increase in our average debt outstanding, which increased from $193.6
million during fiscal 2006 to $208.3 million during 2007, as well as higher interest rates affecting our variable interest borrowings
under our Floating Rate Notes.

Provision for income taxes
QOur effective income tax rate was 38.5% for 2007 and 39.0% for 2006. The decrease in our effective income tax rate in fiscal 2007

was primarily due to lower state income tax expense and other permanent items as a percentage of pretax income as compared to
2006.
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Fiscal Year Ended August 26, 2006 Compared with Fiscal Year Ended August 27, 2005
Revenues
August 26, August 27, Dollar Percent

2006 2005 Change Change
(In miltions, except percentages)

Core Laundry Operations $ 739.1 $ 6743 § 64.8 9.6%

Specialty Garments 51.6 61.7 (10.1) (16.4)

First Aid 30.3 27.8 2.5 9.0
Total consolidated revenues 3 821.0 $ 7638 § 57.2 7.5%

In 2006, our consolidated revenues increased by $57.2 million from the comparable period in 2005, or 7.5%. This increase was
primarily due to organic growth, which accounted for a 6.0% increase in revenue. The remaining increase of 1.5% was attributable to
incremental acquisition-related revenues. On a segment reporting basis, the core laundry operation’s revenues increased in 2006 by
9.6% compared to fiscal 2005. This increase was due to organic growth of 7.9% and acquisition-related growth of 1.7%. First Aid
revenues increased by 9.0% in fiscal 2006 and Specialty Garments’ revenues decreased by 16.4% in 2006 due to the conclusion of a
significant contract in fiscal 2005.

Operating costs

Operating costs increased to $524.7 million, or 63.9% of revenues, for 2006 as compared to $480.7 million, or 62.9% of revenues, for
2005. The increase in costs as a percent of revenue was primarily attributable to higher energy costs associated with operating our
industrial laundries and our fleet of delivery vehicles, Overall merchandise costs in our core laundry business also increased as a
percentage of revenues as compared to fiscal 20035, especially in the fourth quarter of fiscal 2006. In addition, overall operating costs
from Specialty Garments also increased as a percent of segment revenues due to its decrease in revenues as well as an incremental
$0.8 million in expense incurred in fiscal 2006 related to the decommissioning of two of its facilities. These increases were partially
offset by a decrease in production payroll and payroll-related costs, The decrease in payroll-related costs was primarily due to a $3.1
million reduction to our insurance reserves booked in the fourth quarter of fiscal 2006, resulting from our annual third-party actuarial
review, of which $2.1 million was allocated to operating costs.

Selling and administrative expense

Selling and administrative expenses increased to $177.2 million, or 21.6% of revenues, for 2006 from $163.2 million, or 21.3% of
revenues, for 2005. The increase in selling and administrative expenses as a percent of revenues was primarily due to an increase in
our sales force within the US and Canadian Rental and Cleaning segment. The growth within the sales force is the result of our
continued effort to foster revenue growth. Qur selling and administrative expense in fiscal 2006 also included a $1.8 million charge to
increase our environmental accrual for additional exposure identified during the year. In addition, overall selling and administrative
costs associated with our Specialty Garments segment increased as a percentage of segment revenues due to the large decrease in
revenues discussed above. These increases in selling payroll costs were partially offset by a decrease in payroll-related costs
attributable to a $3.1 million reduction to our insurance reserves booked in the fourth quarter of fiscal 2006, resulting from our annual
third-party actuarial review, of which $1.0 million was allocated to selling and administrative costs. In addition, we recorded a $0.6
million gain from the sale of one of our industrial laundry facilities in fiscal 2006.

Depreciation and amortization
Depreciation and amortization expense increased $1.4 million, from $43.9 million in fiscal 2005 to $45.3 million in fiscal 2006, but

decreased as a percent of revenues from 5.8% to 5.5%. The increase in depreciation and amortization expense was due to capital
expenditure and acquisition activity.




Income from operations

August 26, August 27, Doltar Percent
2006 2005 Change Change
(In millions, except percentages)
Core Laundry Operations $ 71.0 S 681 § 2.9 4.3%
Specialty Garments 0.4 6.9 (6.5) (94.8)
First Aid 2.4 0.9 1.4 154.5
Total consolidated income from operations $ 73.8 $ 76.0 % (2.2) (2.9%
Percentage of total revenues 9.0% 10.0%

Our income from operations decreased $2.2 million to $73.8 million for 2006, from $76.0 million in 2005. This change was primarily
attributable to a decrease in income from operations in Specialty Garments of $6.5 million, which was due to a 16.4% decline in
Specialty Garment revenues. As discussed above, this decrease in revenue was primarily attributable to the conclusion of a significant
contract in fiscal 2005. This decrease was offset by an increase in income from operations from the core laundry operations and First
Aid of $2.9 million and $1.4 million respectively, which were primarily attributable to increases in the core laundry operations and
First Aid revenues of 9.6% and 9.0%, respectively.

Other expense {income)

Other expense, which includes interest expense, interest income and interest rate swap income, increased by $2.7 million to $9.5
million in 2006, compared to $6.8 million in 2005. This increase was primarily attributable to an increase in net interest expense of
$2.5 million. Net interest expense increased due to an increase in our average borrowings and interest rates compared to the
comparable period in 2005 which resulted in an increase in the interest expense on our variable interest rate borrowings under our
$125.0 million Credit Agreement and our Floating Rate Notes. Our average debt outstanding in 2006 was $193.6 million as compared
to $175.7 million during 2005. The remainder of the increase was due to $0.2 million of income that we booked in 2005 related to
changes in the fair value of a $40.0 million interest rate swap that matured in fiscal 2005.

Provision for income taxes

Our effective incorne tax rate was 39.0% for 2006 and 37.3% for 2005. The increase in our effective income tax rate was primarily
due to $0.6 million of tax reserves booked in 2006 related to tax exposure we identified. In addition, in fiscal 2005 we recognized a
$0.5 million benefit primarily attributable to the reversal of tax reserves that we determined were no longer required.

Liguidity and Capital Resources

General. For the fiscal year ended August 25, 2007, we had a net increase in cash and cash equivalents of $4.4 million. As of August
25, 2007, we had cash and cash equivalents of $12.7 million and working capital of $118.1 million. We believe that current cash and
cash equivalent balances, cash generated from operations and amounts available under our Amended Credit Agreement (defined
below) will be sufficient to meet our currently anticipated working capital and capital expenditure requirements,

Sources and uses of cash. During the fiscal year ended August 25, 2007, we generated cash from operating activities of $85.5 million
resulting primarily from net income of $45.2 million, amounts charged for depreciation and amortization of $48.5 million, increases in
accounts payable and accruals of $6.1 million, and a decrease in rental merchandise in service of $1.5 million, offset primarily by an
increase in accounts receivable of $4.9 million, an increase in inventories of $7.8 million and a decrease in accrued and deferred
income taxes of $4.8 million. We used cash to, among other things, fund $54.7 million in capital expenditures and fund the acquisition
of businesses of approximately $22.8 million. Our long-term debt decreased by approximately $4.5 million as a result of $i11.8
million of borrowings offset by $116.2 million of payments during the year ended August 25, 2007,




Long-term debt and borrowing capacity. As of August 26, 2006, we had a §125.0 million unsecured revolving credit agreement
(“Credit Agreement™), with a syndicate of banks, which would have matured on September 2, 2007. However, on September 13,
2006, we amended our Credit Agreement. This new agreement (“Amended Credit Agreement™) matures on September 13, 2011 and
allows for maximum outstanding borrowings of $225.0 million. Under the Amended Credit Agreement, we can borrow funds at
variable interest rates based on the Eurodollar rate or the bank’s prime rate, as selected by us, Availability of credit requires our
compliance with certain amended financial and other covenants, including a maximum funded debt ratio and minimum interest
coverage as defined in the Amended Credit Agreement. We generally test our compliance with these financial covenants on a fiscal
quarterly basis. At August 25, 2007, the interest rates applicable to our borrowings under the Amended Credit Agreement were
calculated as LIBOR plus 50 basis points at the time of the respective borrowing and ranged from 5.82% to 6.11%. As of August 25,
2007, we had outstanding borrowings of approximately $30.0 million and outstanding letters of credit of $33.1 million, which leaves
$£161.9 million available for borrowing, :

On June 14, 2004, we issued $165.0 million of fixed and floating rate notes pursuant to a Note Purchase Agreement (“Note
Agreement”™), Under the Note Agreement, we issued $75.0 million of notes with a seven year term (June 2011) bearing interest at
5.27% (“Fixed Rate Notes™). We also issued $90.0 million of floating rate notes due in ten years (June 2014} (“Floating Rate Notes”).
Of the Floating Rate Notes, $15.0 million bore interest at LIBOR plus 75 basis points and were repaid in September 2005. The
remaining $75.0 million bore interest at LIBOR plus 70 basis points and were repaid at face value on September 14, 2006

On September 14, 2006, we issued $100.0 million of floating rates notes (“2006 Floating Rate Notes™) pursuant to a Note Purchase
Agreement {“2006 Note Agreement”). The 2006 Floating Rate Notes mature on September 14, 2013, bear interest at LIBOR plus 50
basis points and may be repaid at face value two years from the date of issuance. The proceeds from the issuance of the 2006 Floating
Rate Notes were used to first repay the $75.0 million of outstanding Floating Rate Notes and then to pay down outstanding amounts
under the Amended Credit Agreement.

As of August 25, 2007, we were in compliance with all the covenants under the Amended Credit Agreement, the Note Agreement and
the 2006 Note Agreement.

Environmental and Legal Contingencies

We are subject to various federal, state and local laws and regulations governing, among other things, the generation, handling,
storage, transportation, treatment and disposal of hazardous wastes and other substances. In particuiar, industrial laundries currently
use and must dispose of detergent waste water and other residues, and, in the past, used perchloroethylene and other dry cleaning
solvents. We are attentive to the environmental concerns surrounding the disposal of these materials and have, through the years, taken
measures to avoid their improper disposal. Over the years, we have settled, or contributed to the settlement of, actions or claims
brought against us relating to the disposal of hazardous materials and there can be no assurance that we will not have to expend
material amounts to remediaté the consequences of any such disposal in the future.

Accounting principles generally accepted in the United States require that a liability for contingencies be recorded when it is probable
that a liability has occurred and the amount of the liability can be reasonably estimated. Significant judgment is required to determine
the existence of a liability, as well as the amount to be recorded. We regularly consult with attorneys and outside consultants to ensure
that all of the relevant facts and circumstances are considered, before a contingent liability is recorded. Changes in enacted laws,
regulatory orders or decrees, management’s estimates of costs, insurance proceeds, participation by other parties, the timing of
payments and the input of outside consultants and attorneys based on changing legal or factual circumstances could have a material
impact on the amounts recorded for environmental and other contingent liabilities.

Under environmental laws, an owner or lessee of real estate may be liable for the costs of removal or remediation of certain hazardous
or toxic substances located on, or in, or emanating from such property, as well as related costs of investigation and property damage.,
Such laws often impose liability without regard to whether the owner or lessee knew of, or was responsible for, the presence of such
hazardous or toxic substances. There can be no assurances that acquired or leased locations have been operated in compliance with
environmental laws and regulations or that future uses or conditions will not result in the imposition of liability upon our Company
under such laws or expose our Company to third party actions such as tort suits. We continue to address environmental conditions
under terms of consent orders negotiated with the applicable environmental authorities or otherwise with respect to sites located in or
related to Woburn, Massachusetts, Somerville, Massachusetts, Springfield, Massachusetts, Uvaide, Texas, Stockion, California, three
sites in Williamstown, Vermont, as well as a number of additional locations that we acquired as part of our acquisition of Textilease
Corporation in September 2003.
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We have accrued certain costs related to the sites described above as it has been determined that the costs are probable and can be
reasonably estimated. We continue to investigate environmental conditions at the Somerville, Massachusetts site. The full nature and
extent of those conditions, and of the remedial solutions that may be employed to address them, have not yet been finally determined.
In the interim, as the investigation proceeds, we are implementing measures to mitigate potential impacts in the vicinity of the site.

We also have potential exposure related to an additional parcel of land (the *‘Central Area’”) related to the Woburn, Massachusetts site
discussed above. Currently, the consent order for the Woburn, Massachusetts site discussed above does not define or require any
remediation work in the Central Area. We have not accrued for this contingency as we believe, at this time, the liability is not probable
and the amount of such contingent liability cannot be reasonably estimated.

We routinely review and evaluate sites that may require remediation and monitoring and determine our estimated costs based on
various estimates and assumptions. These estimates are developed using our internal sources or by third-party environmental
engineers or other service providers, Internally developed estimates are based on:

*  Management’s judgment and experience in remediating and monitoring the Company’s sites;
¢ Information available from regulatory agencies as to costs of remediation and monitoring;

¢ The number, financial resources and relative degree of responsibility of other potentially responsible parties
(PRPs) who may be liable for remediation and monitoring of a specific site, and;

. The typical allocation of costs among PRPs.

There is usually a range of reasonable estimates of the costs associated with each site. We generally use the amount within the range
that constitutes our best estimate. When we believe that both the amount of a particular liability and the timing of the payments are
reliably determinable, we adjust the cost in current dollars using a rate of 3% for inflation until the time of expected payment and
discount the cost to present value using risk-free interest rates ranging from 4% to 5%.

For environmental liabilities that have been discounted, we include interest accretion, based on the effective interest method, in
operating costs on the consolidated statements of income. The changes to our envirenmental liabilities for the years ended August 25,
2007 and August 26, 2006 are as follows (in thousands):

August 25, August 26,
Year ended 2007 2006
Beginning baiance § 10858 $ 9,326
Costs incurred for which reserves have been provided (2,500) (1,031)
Insurance proceeds received 121 211
Interest accretion 577 466
Revision in estimates 6,626 1,886
Ending balance § 15683  $ 10858

In fiscal 2007 and 2006, we made adjustments to increase our environmental related accrual by $6.6 million and $1.9 million,
respectively, primarily due to preliminary results of our ongoing site investigation at one of our environmental exposure sites.

Anticipated payments and insurance proceeds of currently identified environmental remediation liabilities as of August 25, 2007 for
the next five years and thereafter as measured in current dollars are reflected below.

(In Thousands) 2008 2009 2010 2011 2012 Thereafter 'Total
Estimated costs — current dollars $ 6,666 § 2,436 3§ 1,456 3§ 1,041 § 996 § 10,750 $ 23,345
Estimated insurance proceeds (266) (266) (266) (274) {266) (3.874) (5,211)
Net anticipated costs . 5 6400 § 2170 3 1,i50 § 768 % 730§ 6,876 $ 18,134
Effect of Inflation ‘ 3,585
Effect of Discounting k (6,015)
Balance as of August 25, 2007 § 15,683
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Estimated insurance proceeds are primarily received from an annuity received as part of our legal settlement with an insurance
company. Annual proceeds of approximately $0.3 million are deposited into an escrow account which funds remediation and
monitoring costs for three sites related to our former operations in Williamstown, Vermont. Annual proceeds received but not
expended in the current year accumulate in this account and may be used in future years for costs related to this site through the year
2027. As of August 25, 2007 the balance in this escrow account, which is held in a trust and is not recorded on our consolidated
balance sheet, was approximately $2.2 million. Also included in estimated insurance proceeds are amounts we are entitled to receive
pursuant to legal settlements as reimbursements from three insurance companies for estimated costs at the site in Uvalde, Texas.

Our nuclear garment decontamination facilities are licensed by the Nuclear Regulatory Commission (“NRC”), or, in certain cases, by
the applicable state agency, and are subject to regulation by federal, state and local authorities. There can be no assurance that such
regulation will not tead to material disruptions in our garment decontamination business.

From time to time, we are also subject to legal proceedings and claims arising from the conduct of our business operations, including
litigation related to charges for certain ancillary services on invoices, personal injury claims, customer contract matters, employment
claims and environmental matters as described above.

While it is impossible for us to ascertain the ultimate legal and financial liability with respect to contingent liabilities, including
lawsuits and environmental contingencies, we believe that the aggregate amount of such liabilities, if any, in excess of amounts we
have accrued or are covered by insurance, will not have a material adverse effect on our consolidated financial position or results of
operations. It is possible, however, that our future financial position and/or results of operations for any particular period could be
materially affected by changes in our assumptions or strategies related to these contingencies or changes out of our control.

Acquisitions

As part of our business, we regularly evaluate opportunities to acquire other garment service companies. In recent years, we have
typically paid for acquisitions with cash and may continue to do so in the future. To pay for an acquisition, we may use cash on hand,
cash generated from operations or borrowings under our Amended Credit Agreement, or we may pursue other forms of debt financing.
Our ability to secure short-term and long-term debt financing in the future will depend on several factors, including our future
profitability, our levels of debt and equity, and the overall credit and equity market environments.

Contractual Obligations and Other Commercial Commitments

The following information is presented as of August 25, 2007 (in thousands).

Payments Due by Fiscal Period

Less

than 1 1-3 3-5 More than
Contractual Obligations Total year years years 5 years
Private placement § 175000 % — % — % 75000 § 100,000
Revolving credit agreement 30,000 — — 30,000 —
Other debt 1,049 539 299 50 161
Total debt 206,049 539 299 105,050 100,161
Operating ieases 13,289 4,641 5,396 2,500 752
Total Contractual Cash Obligations £ 219,338 § 5180 § 5695 5 107,550 $ 100,913

As discussed above under “Long-Term Debt and Borrowing Capacity”, as of August 25, 2007, we had borrowing capacity of $225.0
million under our Amended Credit Agreement, of which approximately $161.9 million was available for borrowing. Also, as of such
date, we had outstanding borrowings of $30.0 million included in bank debt in the above schedule and letters of credit of

$33.1 million. Al letters of credit expire in less than one year,
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Seasonality

Historically, our revenues and operating results have varied from quarter to quarter and are expected to continue to fluctuate in the
future. These fluctuations have been due to a number of factors, including: general economic conditions in our markets; the timing of
acquisitions and of commencing start-up operations and related costs; our effectiveness in integrating acquired businesses and start-up
operations; the timing of nuclear plant outages; capital expenditures; scasonal rental and purchasing patterns of our customers; and
price changes in response to competitive factors. In addition, our operating results historically have been lower during the second and
fourth fiscal quarters than during the other quarters of the fiscal year, The operating results for any historical quarter are not
necessarily indicative of the results to be expected for an entire fiscal year or any other interim periods.

Effects of Inflation

In general, we believe that our results of operations are not dependent on moderate changes in the inflation rate. Historically, we have
been able to manage the impacts of more significant changes in inflation rates through its customer relationships, customer agreements
that generally provide for price increases consistent with the rate of inflation, and continued focus on improvements of operational
productivity.

Significant increases in energy costs, specifically natural gas and gasoline, can materially affect our results of operations and financial
condition. Currently, energy costs represent approximately 4% of our total revenue.

Recent Accounting Pronouncements

On July 13, 2006, the Financial Accounting Standards Board issued FASB Interpretation (“FIN™) No. 48, Accounting for Uncertainty
in Income Taxes — an Interpretation of FASB Statement 109, which fundamentally changes the way that we will be required to treat
our uncertain tax positions for financial accounting purposes. FIN No. 48 prescribes rules regarding how we should recognize,
measure and disclose in our financial statements tax positions that were taken or will be taken on our tax return that are reflected in
measuring current or deferred income tax assets and liabilities for interim or annual perieds. Differences berween tax positions taken
in a tax return and amounts recognized in the financial statements will generally result in an increase in a liability for income taxes
payable, or a reduction in a deferred tax asset or an increase in a deferred tax liability. This interpretation is effective for fiscal years
beginning after December 15, 2006. We will adopt FIN No. 48 on August 26, 2007 and are currently in the process of evaluating the
impact on our consolidated financial statements. Any transition adjustments will not affect net income in the period of adoption and
will be reported as a change in accounting principle in our consolidated financial statements. We do not believe that the adoption of
FIN No. 48 will have a material impact on our consolidated financial statements.

In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value, establishes a
framework for measuring fair value under GAAP and expands disclosures about fair value measurements. This statement does not
require any new fair value measurements; rather, it applies under other accounting pronouncements that require or permit fair value
measurements. This statement is effective for fiscal years beginning after November 15, 2007, and all interim periods within those
fiscal years and must be applied prospectively as of the beginning of the fiscal year in which this statement is initially applied, with
any transition adjustment recognized as a cumulative-effect adjustment to the opening balance of retained earnings. We are currently
evaluating the tmpact it will have on our consolidated financial statements,

In February 2007, the Financial Accounting Standards Board issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities, which permits an entity to measure certain financial assets and financial liabilities at fair value. Under SFAS
No. 159, entities that elect the fair value option will report unrealized gains and losses in earnings at each subsequent reporting date,
The fair value option may be elected on an instrument-by-instrument basis, with a few exceptions, as long as it is applied to the
instrument in its entirety. The fair value option election is irrevocable, unless a new election date occurs. SFAS No. 159 also
establishes presentation and disclosure requirements to help financial statement users understand the effect of the entity's election on
its earnings. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007, and we are currently evaluating the
impact it will have on our consolidated financial statements.
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On September 29, 2006, the Financial Accounting Standards Board issued SFAS No. 158, Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans, an amendment of SFAS No. 87, 88, 106 and 132(r), which requires a company to: (1)
recognize in its statement of financial position the over-funded or under-funded status of its defined benefit postretirement plan
measured as the difference between the fair value of plan assets and the benefit obligation, (2) recogniZe as a component of other
comprehensive income, net of tax, the actuarial gains and losses and the prior service costs and credits that arise during the period but
pursuant to FAS 87 and 106 are not recognized as components of net periodic benefit cost, (3) measure defined benefit plan assets and
defined benefit plan obligations as of the date of its statement of financial position, (4) disclose additional information in the notes to
financial statements about certain effects on net periodic benefit cost in the upcoming fiscal year that arise from delayed recognition of
the actuarial gains and losses and the prior service costs and credits, and (5) recognize as an adjustment to the opening balance of
retained eamings, net of tax, any transition asset or transition obligation remaining from the initial application of FAS 87 or 106. We
adopted SFAS No. 158 on August 25, 2007 and the adoption did not have a matcrial impact on our financial statements. Refer to Note
6, Employee Benefit Plans, of the consolidated financial statements for further discussion regarding our adoption of SFAS No. 158.

On October 13, 2004, the FASB issued SFAS No. 123(r), Share Based Payments, which requires companies to measure compensation
cost for all share-based payments, including employee stock options. SFAS No. 123(r) was effective as of the first fiscal period
beginning after June 15, 2005. In March 2005, the SEC issued SAB No. 107 regarding the SEC’s interpretation of SFAS No. 123(r)
and the valuation of share-based payments for public companies. We adopted SFAS No. 123(r) on August 28, 2005, and the adoption
did not have a material impact on our financial statements. Refer to Note 1, Stock Based Compensation, of the consolidated financial
statements for further discussion regarding stock based compensation,

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
Foreign Currency Exchange Risk

We have determined that all of our foreign subsidiaries operate primarily in local currencies that represent the functional currencies of
such subsidiaries. All assets and liabilities of our foreign subsidiaries are translated into U.S. dollars using the exchange rate prevailing
at the balance sheet date, The effect of exchange rate fluctuations on translation of assets and liabilitics are recorded as a component of
stockholders’ equity. Income and expense accounts are translated at average exchange rates during the year. As such, our financial
condition and operating results are affected by fluctuations in the value of the U.S. dollar as compared to currencies in foreign
countries. Revenue denominated in currencies other than the U.S. dollar represented approximately 9%, 8% and 7% of our total
consolidated revenues for the fiscal years ended August 25, 2007, August 26, 2006 and August 27, 2005, respectively. Total assets
denominated in currencies other than the U.S. dollar represented approximately 9%, 7%, 7% of our total consolidated assets for the
fiscal years ended August 25, 2007, August 26, 2006 and August 27, 20035, respectively. If exchange rates had increased or decreased
by 10% from the actual rates in effect during the year ended August 25, 2007, our revenues and assets for the year ended and as of
August 25, 2007 would have increased or decreased by approximately $8.1 million and $7.6 million, respectively.

We do not operate a hedging program to mitigate the effect of a significant change in the value of our foreign subsidiaries functional
currencies, which include the Canadian Dollar, Euro, British Pound, and Mexican Peso, as compared to the U.S. dollar. Any gains or
losses resulting from foreign currency transactions, including exchange rate fluctuations on intercompany accounts are reported as
transaction gains (losses) in our selling and administrative expenses. The intercompany payables and receivables are denominated in
Canadian Dollars, Euros, British Pounds and Mexican Pesos. During the year ended August 25, 2007 transaction gains

(losses) included in selling and administralive expenses were $0.1 million. If the exchange rates had increased or decreased by 10%
during the year ended August 25, 2007, we would have recognized an exchange gain or loss, as applicable, of approximately $0.1
million.

Interest Rate Sensitivity

We are exposed to market risk from changes in interest rates which may adversely affect our financial position, results of operations
and cash flows. In seeking to minimize the risks from interest rate fluctuations, we manage these exposures through our regular
operating and financing activities. We are exposed to interest rate risk primarily through our borrowings under our $225.0 million
Amended Credit Agreement with a syndicate of banks and our 2006 Floating Rate Notes which were purchased by a group of
insurance companies pursuant to the 2006 Note Agreement. Under both agreements, we borrow funds at variable interest rates based
on the Eurodollar rate or LIBOR rates. If the LIBOR and Eurodollar rates fluctuated by 10% from the actual rates in effect during the
year ended August 25, 2007, our interest expense would have fluctuated by approximately $0.8 million from the interest expense
recognized for the year ended August 25, 2007.
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

Consolidated Statements of Income
UniFirst Corporatien and Subsidiaries

Year ended August 25, August 26, August 27,
(In thousands, except per share data) 2007 2006 2005
Revenues $ 902,102 3 820,972 $ 763,842
Cost and expenses: _
Operating costs (1) 572,221 524,694 480,714
Selling and administrative expenses (1) 197,148 177,167 163,189
Depreciation and amortization 48,512 45,310 43927
817,881 747,171 687,830
Income from operations ‘ 84,221 73,801 ‘ 76,012
Other expense (income): _
Interest expense ) 12,675 11,119 8,748
Interest income (1,916) (1,575) (1,684)
Interest rate swap income ) — — (223)
10,759 9.544 6,841
Income before income taxes 73,462 64,257 69,171
Provision for income taxes 28,267 25,049 25,823
Net income ' $ 45,195 $ 39,208 $ 43348

Income per share — Basic:

Common Stock 3 247 % 225§ 251

Class B Common Stock $ 198 % 180 % 2.01

Income per share - Diluted: )

Common Stock _ 8 234 % 203 8 2.24

Weighted average number ofishares outstanding — Basic:

Common Stock ) 14,325 10,146 9,428

Class B Common Stock 4,939 9,096 9,791
19,264 19,242 19,219

Weighted average number of shares outstanding — Diluted:

Common Stock 19,342 15,313 19,311

Dividends per share:

Common Stock _ $ 015 3 015 8 0.15

Class B Common Stock $ 0.12 3 0.12 $ 0.12

(1) Exclusive of depreciation on the Company’s fixed assets and amortization of its intangible assets.

The accompanying notes are an integral part of these
consolidated financial statements.
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Consolidated Balance Sheets
UniFirst Corporation and Subsidiaries

August 25, August 26,

{In thousands, except share data) 2007 2006
Assets
Cash and cash equivalents $ 12,698 % 8,302
Receivables, less reserves of $4,144 and 33,653, respectively 91,506 86,549
Inventories 44,282 36,469
Rental merchandise in service 86,129 85,875
Prepaid and deferred income taxes 13,399 10,046
Prepaid expenses 1,807 1,672
Total current assets 250,221 228,913
Property and equipment:
Land, buildings and leasehold improvements 286,255 269,696
Machinery and equipment 299,831 284,619
Motor vehicles 95,214 84,138

681,300 638,453
Less -- accumulated depreciation 347,233 319,550

334,067 318,903
Goodwill 224 366 211,489
Customer contracts, net 56,558 57,326
Other intangible assets, net 5,506 6,696
QOther assets 3,746 6,375

$ 874464 § 829,702

Liabilities and shareholders’ equity
Current liabilities:

Current maturities of long-term obligations 3 539 % 613
Accounts payable 45,297 43,003
Accrued liabilities 86,283 80,580
Accrued income taxes — 3,041
Total current liabilitics 132,119 127,237
Long-term obligations, net of cwrent maturities 205,510 209,922
Deferred income taxes 39,508 39,998

Commitments and Contingencies (Note 10)
Shareholders' equity:
Preferred stock, $1.00 par value; 2,000,000 shares authorized; no shares issued and

outstanding — —
Common stock, $0.10 par value; 30,000,000 shares authorized; 14,351,849 and 14,306,799

issued and outstanding in 2007 and 2006, respectively 1,435 1,431
Class B Common Stock, $0.10 par value; 20,000,000 shares authorized; 4,937,449 and

4,940,849 issued and outstanding in 2007 and 2006, respectively 494 494
Capital surplus 16,332 14,497
Retained eamings 473,934 431,481
Accumulated other comprehensive income 5,132 4,642
Total shareholders' equity 497,327 452,545

3 874464 § 829,702

The accompanying notes are an integral part of these
consolidated financial statements.
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Consolidated Statements of Shareholders’ Equity
UniFirst Corporation and Subsidiaries

Accumulated
Other
Class B Class B Comprehensive
Common Common Common Common  Capital Retained Income Total

(In thousands) Shares Shares Stock Stock Surplus Earnings (Loss) Equity
Balance, August 28, 2004 9,276 9929 § 928 § 993 8§ 13,138 3 354,154 § (506) § 368,707
Net incotmne — — — — — 43,348 — 43,348
Minimum pension Lability, net (1) ——n — — — — — (363) (363)
Foreign currency translation — — — — — — 2915 2,915
Comprehensive income 45,900
Cash dividends — — — — — (2,592} — (2.592)
Shares converted 292 (292) 29 29) — — — —
Stock options exercised, net (1) 32 — 3 — 324 — — 327
Balance, August 27, 2005 9,600 9637 § 960 § 94 § 13462 § 394910 § 2,046 $ 412342
Net income — — — — — 39,208 — 39,208
Minimum pension liability, net (1) — — — — — — 94) (94)
Foreign currency translation —_— —_— —_— _— — — 2,690 2,690
Comprehensive income 41,804
Cash dividends — — - —_ — (2,637) — (2,637)
Shares converted 4,696 {4,696) 470 (470) — — —_ _
Stock-based compensation — — — — 602 — — 602
Stock options exercised, net (1) 11 — 1 — 433 — — 433
Balance, August 26, 2006 14,307 4941 § 1431 $ 494 5 14497 § 431481 § 4,642 $§ 452545
Net income — — - — — 45,195 — 45,195
Minimum pension liability, net {1} -_ —_ — — — 187 187
Foreign currency translation — — — — — — 2964 2,964
Comprehensive income 48,346
Cash dividends — — — — — (2,742) — (2,742}
Shares converted 3 3y — — — — — —
FAS No. 158 adoption (1) — — — — — — (2,661) (2.661)
Stock-based compensation — — — — 783 - — 783
Stock options exercised, net (1) 42 — 4 — 1,052 — —_ 1,056
Balance, August 25, 2007 14,352 4938 § 1435 § 494 § 16332 § 473934 § 5,132 $ 497327

(1) These amounts are shown net of the recorded income tax benefit.

The accompanying notes are an integral part of these

consolidated financial statements.
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| Consolidated Statements of Cash Flows
UniFirst Corporation and Subsidiaries

| Year ended August 25, August 16, August 27,
(In thousands) 2007 2006 2005
‘ Cash flows from operating activities:
Net income $ 45,195 39,208 § 43,348
Adjustments to reconcile net income to cash provided by operating activities:
Depreciation 41,405 39,021 37,858
Amontization of intangible assets 7,107 6,289 6,069
Amortization of deferred financing costs 1,162 694 695
Stock-based compensation 783 602 —
Accretion on asset retirement obligations 439 403 511
Interest rate swap income — — (223)
Changes in assets and liabilities, net of acquisitions:
Receivables (4,909) {6,977) (8,425}
Inventories (7,813) (5,448) 1,583
Rental merchandise in service 1,503 (13,466) (8,089)
Prepaid expenses (622) (180) 365
Accounts payable 2,294 5913 2,966
Accrued liabilities 3,776 1,348 2,607
Accrued and deferred income taxes (4,821) (4,175) (7,149)
Net cash provided by operating activities 85,499 63,232 72,116
Cash flows from investing activities:
Acquisition of businesses, net of cash acquired (22,757) (41,807) (16,380)
Capital expenditures (54,661) (52,104) (53,255)
Other 1,050 206 (803)
Net cash used in investing activities {76.368) (93,705) (70,438)
Cash flows from financing activities:
Proceeds from long-term obligations 11,759 50,063 9,179
Payments on long-term obligations (116,243) (16,199) (11,349)
Payment of deferred financing costs (1,179) —_ —
Proceeds from exercise of Common Stock options 708 154 437
Payment of cash dividends (2,742) (2,637) (2,592)
Net cash provided by (used in) financing activities (7,699) 31,381 (4,325)
Effect of exchange rate changes 2,964 2,690 2,915
Net increase in cash @nd cash equivalents 4,396 3,598 268
_~ = “Cash and cash equivalents at beginning of period 8,302 4,704 4,436
Cash and cash equivalents at end of period $ 12,698 8302 § 4,704
Supplemental disclosure of cash flow information:
Interest paid 3 11,387 10,146 § 7,997
Income taxes paid, net of refunds received $ 33,027 30415 § 32,711

The accompanying notes are an integral part of these
consolidated financial statements.
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Notes to Consolidated Financial Statements
UniFirst Corporation and Subsidiaries

1. Summary of Significant Accounting Policies
Business Description

UniFirst Corporation (the “Company”) is one of the largest providers of workplace uniforms and protective clothing in the United
States. The Company designs, manufactures, personalizes, rents, cleans, delivers, and sells a wide range of uniforms and protective
clothing, including shirts, pants, jackets, coveralls, lab coats, smacks, aprons and specialized protective wear, such as flame resistant
and high visibility garments. The Company also rents industrial wiping products, floor mats, facility service products and other non-
garment items, and provides first aid cabinet services and other safety supplies, to a variety of manufacturers, retailers and service
companies.

The Company serves businesses of all sizes in numerous industry categories. Typical customers include automobile service centers
and dealers, delivery services, food and general merchandise retailers, food processors and service operations, light manufacturers,
maintenance facilities, restaurants, service companies, soft and durable goods wholesalers, transportation companies, and others who
require employee clothing for image, identification, protection or utility purposes. The Company alse provides its customers with
restroom supplies, including air fresheners, paper products and hand soaps.

At certain specialized facilities, the Company also decontaminates and cleans work clothes that may have been exposed to radioactive
materials and services special clean room protective wear. Typical customers for these specialized services include government
agencies, research and development laboratories, high technology companies and utilities operating nuclear reactors.

As discussed and described in Note 14 to the consolidated financial statements, the Company has five reporting segments, US and
Canadian Rental and Cleaning, Manufacturing (“MFG”), Specialty Garments Rental and Cleaning (“Specialty Garments™), First Aid
and Corporate. The operations of the US and Canadian Rental and Cleaning reporting segment are referred to by the Company as its
‘industrial laundry operations’ and the locations related to this reporting segment are referred to as ‘industrial laundries’. The
Company refers to its US and Canadian Rental and Cleaning, MFQ, and Corporate segments combined as its ‘core laundry
operations’.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its subsidiaries, all of which are wholly-owned.
Intercompany balances and transactions are eliminated in consolidation.

Use of Estimates ———— L

e .

The preparation of financial statements in conformity with accounting principles generally accepted in the United States requires
management to make estimates and assumptions that affect the reported amounts in the financial statements and accompanying notes,
These estimates are based on historical information, current trends, and information available from other sources, Actual results could
differ from these estimates.

Tt e——

Fiscal Year

The Company’s fiscal year ends on the last Saturday in August. For financial reporting purposes, fiscal 2007 had 52 weeks, as did
fiscal 2006 and fiscal 2005,

Cash and Cash Equivalents

Cash and cash equivalents include cash in banks and bank short-term investments with maturities of less than ninety days.
Financial Instruments

The Company’s financial instruments, which may expose the Company to concentrations of credit risk, include cash and cash

equivalents, receivables, accounts payable, notes payable and long-term obligations. Each of these financial instruments is recorded at
cost, which approximates its fair value.
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Revenue Recognition and Allowance for Doubtful Accounts

The Company recognizes revenue from rental operations in the period in which the services are provided. Direct sales revenue is
recognized in the period in which the product is shipped. Management judgments and estimates are used in determining the
collectability of accounts receivable and evaluating the adequacy of the allowance for doubtful accounts. The Company considers
specific accounts receivable and historical bad debt experience, customer credit worthiness, current economic trends and the age of
outstanding balances as part of its evaluation. Changes in estimates are reflected in the period they become known. If the financial
condition of the Company's customers were to deteriorate, resulting in an impairment of their ability to make payments, additional
allowances may be required, Material changes in its estimates may result in significant differences in the amount and timing of bad
debt expense recognition for any given period.

Inventories and Rental Merchandise in Service

Inventories are stated at the lower of cost or market value, net of any reserve for excess and obsolete inventory. Judgments and
estimates are used in determining the likelihood that new goods on hand can be sold to customers or used in rental operations.
Historical inventory usage and current revenue trends are considered in estimating both excess and obsolete inventories. If actual
product demand and market conditions are less favorable than those projected by management, additional inventory write-downs may
be required. The Company uses the first-in, first-out (“FIFO”) method to value its inventories, which primarily consist of finished
goods.

Rental merchandise in service is amortized on a straight-line basis over the estimated service lives of the merchandise, which range
from 6 to 36 months. In establishing estimated lives for merchandise in service, management considers historical experience and the
intended use of the merchandise. Material differences may result in the amount and timing of operating profit for any peried if
management makes significant changes to these estimates.

Property and Equipment
Property and equipment are recorded at cost. Expenditures for maintenance and repairs are expensed as incurred, while expenditures

for renewals and betterments are capitalized. The Company provides for depreciation on the straight-line method based on the
following estimated useful lives:

Buildings 30-40 years
Leasehold improvements Shorter of useful life
or term of lease
Machinery and equipment 3-10 years
Motor vehicles 3-5 years

In accordance with Statements of Financial Accounting Standards (“SFAS™) No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets, long-lived assets, including property and equipment, are evaluated for impairment whenever events or
circumstances indicate an asset may be impaired. There have been no material impairments of property and equipment fiscal 2007,
2006 or 2005.

Goodwill and Other Intangible Assets

In accordance with SFAS No. 142, Goodwill and Other Intangible Assets, poodwill is not amortized. SFAS No. 142 requires that
companies test goodwill for impairment on an annual basis. Management completes its annual impairment test in the fourth quarter of
each fiscal year. In addition, SFAS No. 142 also requires that companies test goodwill if events occur or circumstances change that
would more likely than not reduce the fair value of a reporting unit to which goodwill is assigned below its carrying amount. The
Company’s evaluation considers changes in the operating environment, competitive information, market trends, operating
performance and cash flow modeling. There have been no impairments of goodwill in fiscal 2007, 2006 or 2005. Future events could
cause management to conclude that impairment indicators exist and that goodwill or other intangibles associated with previously
acquired businesses are impaired. Any resulting impairment loss could have a material impact on the Company’s financial condition
and results of operations.
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Definite-lived intangible assets are amortized over their useful lives, which are based on our estimates of the period that the assets will
generate revenue. Definite lived intangible assets are evaluated for impairment in accordance with SFAS No. 144, There were no
material impairments of definite-lived intangible assets in fiscal 2007, 2006, or 2005.

All definite-lived intangible assets have a weighted average useful life of approximately 14.1 years. Customer contracts are amortized
over their estimated useful lives, and have a weighted average useful life of approximately 14,7 years. Other intangible assets, net,
primarily include restrictive covenants, deferred financing costs and trademarks, and have weighted average useful lives of
approximately 7.0 years.

Environmental and Other Contingencies

The Company is subject to legal proceedings and claims arising from the conduct of its business operations, including environmental
matters, personal injury, customer contract matters and employment claims. Accounting principles generally accepted in the United
States require that a liability for contingencies be recorded when it is probable that a liability has occurred and the amount of the
liability can be reasonably estimated. Significant judgment is required to determine the existence of a liability, as well as the amount
to be recorded. The Company regularly consults with attorneys and outside consultants to ensure that all of the relevant facts and
circumstances are considered before a contingent liability is recorded. The Company records accruals for environmental and other
contingencies based on enacted laws, regulatory orders or decrees, the Company’s estimates of costs, insurance proceeds, participation
by other parties, the timing of payments, and the input of outside consultants and attorneys.

The estimated liability for environmental contingencies has been discounted using risk-free interest rates ranging from 4% to 5% over
periods ranging from ten to thirty years, The estimated current costs, net of legal settlements with insurance carriers, have been
adjusted for the estimated impact of inflation at 3% per year. Changes in enacted laws, regulatory orders or decrees, management’s
estimates of costs, insurance proceeds, participation by other parties, the timing of payments and the input of outside consultants and
attorneys based on changing legal or factual circumstances could have a material impact on the amounts recorded for environmental
and other contingent liabilities. Refer to Note 10 of the consolidated financial statements for additional discussion and analysis.

Asset Retirement Obligations

The Company follows the provisions of SFAS No. 143, Accounting for Asset Retirement Obligations, which generally applies to legal
obligations associated with the retirement of long-lived assets that result from the acquisition, construction, development and/or the
normal operation of a long-lived asset. Under this accounting method, the Company recognizes asset retirement obligations in the
period in which they are incurred if a reasonable estimate of fair value can be made. The associated asset retirement costs are
capitalized as part of the carrying amount of the long-lived asset.

The Company has recognized as a liability the present value of the estimated future costs to decommission its nuclear laundry
facilities in accordance with the provisions of SFAS No. 143. The Company depreciates, on a straight-line basis, the amount added to
property and equipment and recognizes accretion expense in connection with the discounted liability over the various remaining lives
which range from approximately one to twenty-four years.

The estimated liability has been based on historical experience in decommissioning nuclear laundry facilities, estimated useful lives of
the underlying assets, external vendor estimates as to the cost to decommission these assets in the future, and federal and state
regulatory requirements. The estimated current costs have been adjusted for the estimated impact of inflation at 3% per year. The
liability has been discounted using credit-adjusted risk-free rates that range from approximately 3% to 7%. Revisions to the liability
could occur due to changes in the Company’s estimated useful lives of the underlying assets, estimated dates of decommissioning,
changes in decommissioning costs, changes in federal or state regulatory guidance on the decommissioning of such facilities, or other
changes in estimates. Changes due to revised estimates will be recognized by adjusting the carrying amount of the liability and the
related long-lived asset if the assets are still in service, or charged to expense in the period if the assets are no longer in service.,

Insurance

The Company is self-insured for certain obligations related to health, workers’ compensation, vehicles and general liability programs.
The Company also purchases stop-loss insurance policies to protect itself from catastrophic losses. Judgments and estimates are used
in determining the potential value associated with reported claims and for events that have occurred, but have not been reported. The
Company’s estimates consider historical claims experience and other factors. The Company’s liabilities are based on estimates, and,
while the Company believes that its accruals are adequate, the ultimate liability may be significantly different from the amounts
recorded. Changes in claims experience, the Company’s ability to settle claims or other estimates and judgments used by management
could have a material impact on the amount and timing of expense for any perioed.
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Supplemental Executive Retirement Plan and other Pension Plans

The Company accounts for its Supplemental Executive Retirement Plan and other pension plans in accordance with SFAS No. 87,
Employer’s Accounting for Pension, as amended by SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans. Under SFAS No. 87, pension expense is recognized on an accrual basis over employees’ estimated service
periods. Pension expense calculated under SFAS No. 87 is generally independent of funding decisions or requirements.

The Company adopted SFAS No. 158 on August 25, 2007, which required the Company to (1) recognize in its statement of financial
position the over-funded or under-funded status of its defined benefit postretirement plan measured as the difference between the fair
value of plan assets and the benefit obligation, (2) recognize as a component of other comprehensive income, net of tax, the actuarial
gains and losses and the prior service costs and credits that arise during the period but pursuant to FAS 87 and 106 are not recognized
as components of net periodic benefit cost, (3) measure defined benefit plan assets and defined benefit plan obligations as of the date
of its statement of financial position, (4) disclose additional information in the notes to financial statements about certain effects on net
periodic benefit cost in the upcoming fiscal year that arise from delayed recognition of the actuarial gains and losses and the prior
service costs and credits, and (5) recognize as an adjustment to the opening balance of retained earnings, net of tax, any transition
asset or transition obligation remaining from the initial application of FAS 87 or 106. Refer to Note 6, “Employee Benefit Plans”, of
these consolidated financial statements for further discussion regarding the Company’s adoption of SFAS No. 158.

The calculation of pension expense and the corresponding liability requires the use of a number of critical assumptions, including the
expected long-term rate of return on plan assets and the assumed discount rate. Changes in these assumptions can result in different
expense and liability amounts, and future actual experience can differ from these assumptions. Pension expense increases as the
expected rate of return on pension plan assets decreases. Future changes in plan asset returns, assumed discount rates and various
other factors related to the participants in the Company’s pension plans will impact the Company’s future pension expense and
liabilities. The Company cannot predict with certainty what these factors will be in the future.

Income Taxes

The Company accounts for income taxes in accordance with SFAS No. 109, Accounting for Income Taxes. Deferred income taxes are
provided for temporary differences between the amounts recognized for income tax and financial reporting purposes at currently
enacted tax rates, The Company computes income tax expense by jurisdiction based on its operations in each jurisdiction.

The Company is periodically reviewed by domestic and foreign tax authorities regarding the amount of taxes due. These reviews
include questions regarding the timing and amount of deductions and the allocation of income among various tax jurisdictions. In
evaluating the exposure associated with various filing positions, the Company records estimated reserves for probable exposures.

On July 13, 2006, the Financial Accounting Standards Board issued FASB Interpretation (“FIN"} No. 48, Accounting for Uncertainty
in Income Taxes — an Interpretation of FASB Statement 109, which fundamentally changes the way that the Company will be required
to treat its uncertain tax positions for financial accounting purposes. The Company will adopt FIN No. 48 on August 26, 2007 and is
currently in the process of evaluating the impact on its consolidated financial statements. Refer to “Recent Accounting
Pronouncements”, in this Note 1, for further discussion regarding the FIN No. 48 and the Company'’s future adoption.

Advertising Costs

Advertising costs are expensed as incurred and are classified as selling and administrative expenses. The Company incurred
advertising costs of $1.9 million, $1.9 million and $1.7 million for the fiscal years ended August 25, 2007, August 26, 2006 and
August 27, 2005 respectively.

Net Income Per Share

The Company computes net income per share under the provisions of SFAS 128, Earnings per Share, and Emerging Issues Task
Force (“EITF”) 03-6, Participating Securities and Two — Class Method under FASB Statement No. 128, 'Earnings per Share'. EITF
Issue No. 03-6 requires that income per share for each class of common stock to be calculated assuming 100% of the Company’s
earnings are distributed as dividends to each class of common stock based on their respective dividend rights, even though the
Company does not anticipate distributing 100% of its earnings as dividends. The Common Stock of the Company has a 25% dividend
preference to the Class B Common Stock. The effective tesult is that the basic earnings per share for the Common Stock will be 25%
greater than the basic earnings per share of the Class B Common Stock.
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The Class B Common Stock may be converted at any time on a one-for-one basis into Common Stock at the option of the holder of
the Class B Common Stock. Diluted earnings per share for the Company’s Common Stock assumes the conversion of all the
Company’s Class B Common Stock into Commeon Stock and the exercise of outstanding stock options under the Company’s stock
based employee compensation plans,

The following table shows how net income is allocated using this method (in thousands):

August 25, August 26, August 27,
Year ended 2007 2006 2005
Net income available to shareholders $ 45,195 $ 39,208 h 43,348
Allocation of net income for Basic:
Common Stock $ 35,425 by 22,832 b 23,677
Class B Common Stock 9,770 16,376 19,671
$ 45,195 ) 39,208 3 43,348

The diluted earnings per share calculation assumes the conversion of all the Company’s Class B Common Stock into Common Stock,
so no allocation of earnings to Class B Common Stock is required.

The following table illustrates the weighted average number of Common and Class B Common shares outstanding during the year and
is utilized in the calculation of earnings per share (in thousands):

August 25, August 26, August 27,

Year ended 2007 2006 2005
Weighted average number of Common shares -- basic 14,325 10,146 0,428
Add: effect of dilutive potential common shares -- employee Common Stock

options 78 71 92
Add: assumed conversion of Class B Common shares into Commeon Stock 4,939 9,096 9,791
Weighted average number of Common shares -- diluted 19,342 19,313 19,311
Weighted average number of Class B Common shares -- basic 4,939 9,096 9,791

Stock options to purchase 69,400 shares of Common Stock were not included in the calculation of diluted earnings per share for the
year ended August 26, 2006 because they were anti-dilutive. However, for the years ended August 25, 2007 and August 27, 20035,
there were no shares of Common Stock excluded in the calculation of diluted earnings per share as they were not anti-dilutive.

Stock Based Compensation

The Company has stock-based employee compensation plans which are described in Note 11 to these consolidated financial
statements.

Prior to August 28, 2005, the Company accounted for employee stock-based compensation using the intrinsic value-based method as
prescribed by APB No. 25, Accounting for Stock Issued to Employees. Accordingly, no compensation expense was recognized
because the exercise price of the Company’s stock options was equal to the market price of the underlying stock on the date of grant.

Effective August 28, 2005, the Company adopted SFAS No. 123(r), Share-Based Payment, under the modified prospective method as
described in SFAS No. 123(r). Under this transition method, compensation expense recognized in the year ended August 25, 2007
includes compensation expense for all stock-based payments granted subsequent to the Company’s adoption of SFAS 123(r) and for
all stock-based payments granted prior to August 28, 2005, but which were not yet fully vested as of that date, based on the grant date
fair value estimated in accordance with the original provisions of SFAS No. 123. The total amount of compensation expense
recognized in the years ended August 25, 2007 and August 26, 2006 was $0.8 million and $0.6 million, respectively, which was
recorded in the consolidated statement of operations in operating costs and selling and administrative expenses. The adoption of SFAS
No. 123(r) had no effect on the Company’s cash flows for the year ended August 25, 2007.
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The following table illustrates the effect on net income and earnings per share if the Company had applied the fair-value recognition
provisions required by SFAS No. 123(r) for the year August 27, 2005 (in thousands, except per share data).

August 27,
Year ended 2005
Net income (as reported) § 43,348
Less: pro forma compensation expense, net of tax (308)
Pro forma net income $ 43,040
Income per share per weighted average (as reported):
Common Stock — Basic 5 2.51
Class B Common Stock ~ Basic b 2.01
Common Stock — Diluted 3 224

Income per share per weighted average - (pro-forma):
Common Stock — Basic $ 2.49
Class B Common Stock — Basic $ 1.99
Common Stock - Diluted 3 2.23

As prescribed by SFAS No. 123, the fair value of each option grant is estimated on the date of grant using the Black-Scholes option
pricing model with the following weighted average assumptions used:

2007 2006 2005
Risk-free interest rate 4.59% 4.47% 4.13%
Expected dividend yield 0.77% 0.77% 0.76%
Expected life in years 7.5 7.5 1.5
Expected volatility 379% 38.5% 38.0%

The weighted average fair values of options granted during fiscal years 2007, 2006 and 2005 were $16.66, $15.81and $12.47
respectively.

Foreign Currency Translation

The functional currency of our foreign operations is the local country’s currency. Transaction gains and losses, including gains and
losses on our intercompany transactions, are included in selling and administrative expenses, in the accompanying consolidated
statements of income. Assets and liabilities of operations outside the United States are transtated into U.S. dollars using period-end
exchange rates. Revenues and expenses are translated at the average exchange rates in effect during each month of the fiscal year. The
effects of foreign currency translation adjustments are included in shareholders’ equity as a component of accumulated other
comprehensive income in the accompanying consolidated balance sheets.

The Company reported in selling and administrative expenses, net, foreign currency transaction gains (losses) totaling $0.1 million,
$0.4 million, and $(0.2) million, for the fiscal years ended August 25, 2007, August 26, 2006 and August 27, 2005 respectively.

Recent Accounting Pronouncements

On July 13, 2006, the Financial Accounting Standards Board issued FASB Interpretation (“FIN") No. 48, Accounting for Uncertainty
in Income Taxes — an Interpretation of FASB Statement 109, which fundamentally changes the way that the Company will be required
to treat its uncertain tax positions for financial accounting purposes. FIN No. 48 prescribes rules regarding how the Company should
recognize, measure and disclose in its financial statements tax positions that were taken or will be taken on its tax return that are
refiected in measuring current or deferred income tax assets and liabilities for interim or annual periods. Differences between tax
positions taken in a tax return and amounts recognized in the financial statements will generally result in an increase in a liability for
income taxes payable, or a reduction in a deferred tax asset or an increase in a deferred tax liability. This interpretation is effective for
fiscal years beginning after December 15, 2006. The Company will adopt FIN No. 48 on August 26, 2007 and is currently in the
process of evaluating the impact on its consolidated financial statements. Any transition adjustments will not affect net income in the
period of adoption and will be reported as a change in accounting principle in the consolidated financial statements. The Company
does not believe that the adoption of FIN No. 48 will have a material impact on its consolidated financial statements.
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In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements. SFAS No. 157 defines fair value, establishes a
framework for measuring fair value under GAAP and expands disclosures about fair value measurements. This statement does not
require any new fair value measurements; rather, it applies under other accounting pronouncements that require or permit fair value
measurements. This statement is effective for fiscal years beginning after November 15, 2007, and all interim periods within those
fiscal years and must be applied prospectively as of the beginning of the fiscal year in which this statement is initially applied, with
any transition adjustment recognized as a cumulative-effect adjustment to the opening balance of retained earnings. The Company is
currently evaluating the impact SFAS No 157 will have on its consolidated financial statements.

In February 2007, the Financial Accounting Standards Board issued SFAS No. 159, The Fair Value Option for Financial Assets and
Financial Liabilities, which permits an entity to measure certain financial assets and financial liabilities at fair value. Under SFAS
No. 159, entities that elect the fair value option will report unrealized gains and losses in earnings at each subsequent reporting date.
The fair value option may be elected on an instrument-by-instrument basis, with a few exceptions, as long as it is applied to the
instrument in its entirety. The fair value option election is irrevocable, unless a new election date occurs. SFAS No. 159 also
establishes presentation and disclosure requirements to help financial statement users understand the effect of the entity's election on
its earnings. SFAS No. 159 is effective for fiscal years beginning after November 15, 2007, and the Company is currently evaluating
the impact it will have on our consolidated financial statements.

On September 29, 2006, the Financial Accounting Standards Board issued SFAS No. 158, Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans, an amendment of SFAS No. 87, 88, 106 and 132(r), which requires a cornpany to: {1)
recognize in its statement of financial position the over-funded or under-funded status of its defined benefit postretirement plan
measured as the difference between the fair value of plan assets and the benefit obligation, (2) recognize as a component of other
comprehensive income, net of tax, the actuarial gains and losses and the prior service costs and credits that arise during the period but
pursuant to FAS 87 and 106 are not recognized as components of net periodic benefit cost, (3) measure defined benefit plan assets and
defined benefit plan obligations as of the date of its statement of financial position, {4) disclose additional information in the notes to
financial statements about certain effects on net periodic benefit cost in the upcoming fiscal year that arise from delayed recognition of
the actuarial gains and losses and the prior service costs and credits, and (5) recognize as an adjustment to the opening balance of
retained earnings, net of tax, any transition asset or transition obligation remaining from the initial application of FAS 87 or 106. The
Company adopted SFAS No. 158 on August 25, 2007 and the adoption did not have a material impact on its financial statements.
Refer to Note 6, “Employee Benefit Plans™, of these consolidated financial statements for further discussion regarding the adoption of
SFAS No. 153,

On October 13, 2004, the FASB issued SFAS No. 123(r), Share Based Payments, which requires companies to measure compensation
cost for all share-based payments, including employee stock options. SFAS No. 123(r) was effective as of the first fiscal period
beginning after June 15, 2005. In March 2005, the SEC issued SAB No. 107 regarding the SEC’s interpretation of SFAS No. 123(r)
and the valuation of share-based payments for public companies. The Company adopted SFAS No. 123(r) on August 28, 2005, and the
adoption did not have a material impact on its financial statements. Refer to Note 1, Stock Based Compensation, of these consolidated
financial statements for further discussion regarding stock based compensation.

2. Acquisitions

During the fiscal year ended August 25, 2007, the Company completed 17 acquisitions with an aggregate purchase price of
approximately $20.0 million. The Company also made approximately $2.8 million in additional payments associated with prior year
acquisitions. The results of operations of these acquisitions have been included in the Company’s consolidated financial results since
their respective acquisition dates. None of these acquisitions was significant, individually or in the aggregate, in relation to the
Company’s consolidated financial results and, therefore, pro forma financial information has not been presented.

Aggregate information relating to the acquisition of businesses which were accounted for as purchases is as follows (in thousands):

August 25, August 26, August 27,
Year ended 2007 2006 2005
Number of businesses acquired 17 19 17
Tangible assets acquired 3 4,378 3 4,607 3 2,690
Intangible assets and goodwill acquired 18,445 37,570 14,112
Liabilities assumed (66) (370) {422)
Acquisition of businesses, net of cash acquired b 22,757 $ 41,807 b 16,380

Tangible assets acquired primarily relate to cash, accounts receivable, inventory and property and equipment. Liabilities assumed
primarily relate to accounts payable and accrued liabilities.
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The following details the changes in intangible assets and goodwill, which includes changes related to additional payments associated
with prior year acquisitions as well as changes to purchase allocations that had not been finalized as of the end of the prior fiscal year,
for the years ended August 25, 2007 and August 26, 2006 as well as the respective periods over which the assets will be amortized on
a straight-line basis (in thousands):

August 25, August 26, Life in
Year ended 2007 2006 Years
Goodwill 3 13,162 3 23,076 N/A
Customer contracts 5,394 11,902 10-15
Other intangible assets (111) 2,592 3-8
Total intangible assets and goodwill acquired b 18,445 ] 37,570

The amount assigned to intangible assets acquired was based on their respective fair values determined as of the acquisition date. The
excess of the purchase price over the tangible and intangible assets was recorded as goodwill, of which 100% was allocated to the US
and Canadian Rental and Cleaning segment in 2007. For 2006, 99% was allocated to the US and Canadian Renta! and Cleaning
segment and 1% was allocated to the Specialty Garments segment. In accordance with SFAS No. 142, the goodwill is not being
amortized and is tested for impairment as required, at least annually,

3. Income Taxes

The provision for income taxes consists of the following (in thousands):

August 25, August 26, August 27,
Year ended 2007 2006 2005
Current:
Federal A 23,380 3 22,268 3 23,121
Foreign 4,002 3,304 2,314
State 2,700 2,761 2,906
$ 30,082 $ 28,333 5 28,341
Deferred:
Federal $ (1,411} $ (2,585) $ (2,012)
Foreign (198) (242) (178)
State (206) (457} (328)
$ (1,815) b (3,284) § (2,518)
b 28,267 $ 25,049 3 25,823

The following table reconciles the provision for income taxes using the statutory federal income tax rate to the actual provision for
income taxes (in thousands):

August 25, August 26, August 27,
2007 2006 2005
Income taxes at the statutory federal income tax rate b3 25,711 $ 22490 3 24210
State income taxes 1,621 1,497 1,679
Adjustments to tax reserves 604 600 (500)
Permanent and other 331 462 434

$ 28,267 $ 25,049 $ 25,823

The tax effect of items giving rise to the Company’s deferred tax (assets) liabilities 1s as follows (in thousands):

August 25, August 26, August 27,
Year ended 2007 2006 2005
Rental merchandise in service $ 13,080 3§ 14,776 8 12,765
Tax in excess of book depreciation 26,010 27,231 30,206
Purchased intangible assets 16,416 15,217 14,694
Accruals and other (28,539 (27,266) (24,209)
Net deferred tax liabilities s 26,967 § 29952 % 33,456

The Company has evaluated its deferred tax assets and believes that they will be fully recovered. As a result, the Company has not
established a valuation allowance.
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4. Long-Term Obligations

Long-term obligations outstanding on the accompanying consolidated balance sheets are as follows (in thousands):

August 25, August 26,

2007 2006
Series A, fixed rate notes due June 2011 bearing interest at 5.27% 3 75000 % 75,000
Series B, floating rate notes due June 2014 bearing interest at LIBOR plus 70 basis
points (6.02%) — 75,000
Series D, floating rate notes due September 2013 bearing interest at LIBOR plus 50
basis points (5.86%) 100,000 —
Unsecured revolving credit agreement with a syndicate of banks, weighted-average
interest rates of 5.96% and 6.46% at August 25, 2007 and August 26, 2006,
respectively 30,000 59,000
Other 1,049 1,535
206,049 210,535
Less-- current maturities 539 613

§ 205510 $ 209,922

Aggregate current maturities of long-term obligations for the five fiscal years subsequent to August 25, 2007 and thereafter are as
follows (in thousands):

2008 $ 539
2009 190
2010 109
2011 75,028
2012 30,022
Thereafter 100,161
Total $ 206,049

On June 14, 2004, the Company issued $165.0 million of fixed and floating rate notes pursuant to a Note Purchase Agreement (“Note
Agreement™). Under the Note Agreement, the Company issued $75.0 million of notes with a seven year term (June 2011) bearing
interest at 5.27% (“Fixed Rate Notes™). The Company also issued $90.0 million of floating rate notes due in ten years (June 2014)
(“Floating Rate Notes”). Of the Floating Rate Notes, $15.0 million bore interest at LIBOR plus 75 basis points and were repaid in
September 2005. The remaining $75.0 million bore interest at LIBOR plus 70 basis points and were repaid at face value on September
14, 2006.

On September 14, 2006, the Company issued $100.0 million of floating rates notes (“2006 Floating Rate Notes™) pursuant to a Note
Purchase Agreement (“2006 Note Agreement”). The 2006 Floating Rate Notes mature on September 14, 2013, bear interest at LIBOR
plus 50 basis points and may be repaid at face value two years from the date of issuance. The proceeds from the issuance of the 2006
Floating Rate Notes were used to first repay the $75.0 million of outstanding Floating Rate Notes and then to pay down outstanding
amounts under the Amended Credit Agreement.

As of August 26, 2006, the Company had a $125.0 million unsecured revolving credit agreement (“Credit Agreement”), with a
syndicate of banks, which matured on September 2, 2007. However, on September 13, 2006, the Company amended its Credit
Agreement. This new agreement {“Amended Credit Agreement”) matures on September 13, 2011 and allows for maximum
outstanding borrowings of $225.0 million. Under the Amended Credit Agreement, the Company is able to borrow funds at variable
interest rates based on the Eurodollar rate or the bank’s prime rate, as selected by the Company. Availability of credit requires
compliance with certain amended financial and other covenants, including a maximum funded debt ratio and mimmum interest
coverage as defined in the Amended Credit Agreement. The Company generally tests its compliance with these financial covenants
on a fiscal quarterly basis. At August 25, 2007, the interest rates applicable to the Company’s borrowings under the Amended Credit
Agreement were calculated as LIBOR plus 50 basis points at the time of the respective borrowing and ranged from 5.82% to 6.11%.
As of August 25, 2007, the Company had outstanding borrowings of approximately $30.0 million, letters of credit of $33.1 miltion,
and $161.9 million available for borrowing.

As of August 25, 2007, the Company was in compliance with all covenants under the Amended Credit Agreement, the Note
Agreement and the 2006 Note Agreement.
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S. Derivative Instruments and Hedging Activities

The Company accounts for its derivative instruments in accordance with SFAS No. 133, Accounting for Derivative Instruments and
Hedging Activities. In October 1999, the Company entered into an interest rate swap agreement to manage its exposure to movements
in interest rates on its variable rate debt. This instrument did not meet the criteria to qualify as a cash flow hedge under SFAS No. 133,
Accordingly, the Company reflected all changes in the fair value of the swap agreement in ¢arnings in the period of change. The swap
agreement, with a notional amount of $40.0 million, matured Qctober 13, 2004. The Company paid a fixed rate of 6.38% and received
a variable rate tied to the three month LIBOR rate. The Company recorded, in the interest rate swap income line item of its
consolidated statements of income, income of $0.2 million for the fiscal year ended August 27, 2005, for the changes in the fair value
of this interest rate swap.

6. Employee Benefit Plans
Defined Contribution Retirement Savings Plan

The Company has a defined contribution retirement savings plan with a 401(k) feature for all eligible employees not under collective
bargaining agreements. The Company matches a portion of the employee’s contribution and can make an additional contribution at its
discretion. Contributions charged to expense under the plan for the year ended August 25, 2007, August 26, 2006 and August 27, 2005
were $9.5 million, $8.6 miilion and $7.9 million, respectively.

Pension Plans and Supplemental Executive Retirement Plans

The Company accounts for its pension plans and Supplemental Executive Retirement Plan in accordance with SFAS No. 87,
Employer’s Accounting for Pension, as amended by SFAS No. 158, Employers’ Accounting for Defined Benefit Pension and Other
Postretirement Plans. Under SFAS No. 87, pension expense is recognized on an accrual basis over employees’ estimated service
periods. Pension expense calculated under SFAS No. 87 is generally independent of funding decisions or requirements.

The Company adopted SFAS No. 158 on August 25, 2007, which required the Company to (1) recognize in its statement of financial
position the over-funded or under-funded status of its defined benefit postretirement plan measured as the difference between the fair
value of plan assets and the benefit obligation, (2) recognize as a component of other comprehensive income, net of tax, the actuarial
gains and losses and the prior service costs and credits that arise during the period but pursuant to FAS 87 and 106 are not recognized
as components of net periodic benefit cost, (3) measure defined benefit plan assets and defined benefit plan obligations as of the date
of its statement of financial position, (4) disclose additional information in the notes to financial statements about certain effects on net
periodic benefit cost in the upcoming fiscal year that arise from delayed recognition of the actuarial gains and losses and the prior
service costs and credits, and (5) recognize as an adjustient to the opening balance of retained earnings, net of tax, any transition
asset or transition obligation remaining from the initial application of FAS 87 or 104.

The Company maintains an unfunded Supplemental Executive Retirement Plan (“SERP”) for certain eligible employees of the
Company. The benefits are based on the employee’s compensation upon retirement. The amount charged to expense related to this
plan amounted to approximately $1.2 million, $0.9 million and $0.5 million in the fiscal years ended 2007, 2006 and 2005,
respectively.

The Company maintains a non-contributory defined pension plan (“UniFirst Plan™) covering union employees at one of its locations.
The benefits are based on years of service and the employee’s compensation. The plan assets primarily consist of fixed income and
equity securities. The amount charged to expense related to this plan amounted to approximately $0.2 million, $0.1 miilion, and $0.2
million for the fiscal year ended 2007, 2006 and 2005, respectively.

In connection with the acquisition of Textilease in fiscal 2004, the Company assumed liabilities related to a frozen pension plan
covering many former Textilease employees (“Textilease Plan™). The pension benefits are based on years of service and the
employee’s compensation. The plan assets primarily consist of fixed income and equity securities. The amounts charged to expense
related to this plan amounted to approximately $0.1 million, $0.0 million and $0.1 million in 2007, 2006 and 2005, respectively.
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The components of net periodic benefit cost for the year ended August 25, 2007 were as follows (in thousands}:

Textilease UniFirst
Plan Plan SERP Total
Service cost 5 — 3 Hnz $ 321 438
Interest cost 139 163 516 818
Expected return on assets (85) (141) — (226)
Amonrtization of prior service cost — 17 368 385
Amortization of unrecognized loss 1 10 38 49
Net periodic benefit cost b 55 $ 166 $ 1,243 1,464

The calculation of pension expense and the corresponding liability requires the use of a number of critical assumptions, including the
expected long-term rate of return on plan assets and the assumed discount rate. Changes in these assumptions can result in different
expense and liability amounts, and future actual experience can differ from these assumptions. Pension expense increases as the
expected rate of return on pension plan assets decreases. Future changes in plan asset returns, assumed discount rates and various other
factors related to the participants in the Company’s pension plans will impact its future pension expense and liabilities. The Company
cannot predict with certainty what these factors will be in the future.

The Company’s obligations and funded status related to its pension and SERP retirement plans as of August 25, 2007 were as follows
(in thousands):

Textilease UniFirst
Plan Plan SERP Total

Change in benefit obligation:

Projected benefit obligation, beginning of year 3 2316 $§ 2879 3 9,094 $ 14,289

Service cost — 117 321 438

Interest cost 139 163 516 818

Actuarial (gain) loss 104 (122) 474) (492)

Benefits paid (87) (112) (220} {419)
Projected benefit obligation, end of year 5 2,472 $ 2,925 b 9,237 $ 14,63
Change in plan assets:

Fair value of plan assets, beginning of year $ 1,603 § 2,731 3 — £ 4334

Actual return on plan assets 55 103 — 158

Employer contributions 270 285 — 555

Benefits paid (87) (112) — (199}
Fair value of plan assets, end of year s 1,841 3 3,007 $ — s 4,848
Funded status (net amount recognized) *: 5 {631) $ 82 $ (9,237 $ (9,786

* Subsequent to the adoption of FAS 158, the net amount recognized equals the funded status.

As of August 25, 2007, the accumulated benefit obligation for the Textilease Plan, UniFirst Plan and SERP was $2.5 million, $2.9
million and $7.1 million, respectively

The amounts recorded on the consolidated balance sheet as of August 25, 2007 are as follows (in thousands):

Textilease UniFirst
Plan Plan SERP Total
Deferred tax assets $ 102 $ 191 $ 1,647 $ 1,940
Prepaid expenses b — 8 82 $ — 5 82
Accrued liabilities $ 631 b — $ 9,237 3 9,868
Accumulated other comprehensive income 8 (s7y 8 (296) $ (2,556) 8 (3,009

As of August 25, 2007, the amounts recognized in accumulated other comprehensive income for the Textilease Plan, UniFirst Plan
and SERP consist of (in thousands):

Textilcase UniFirst
Plan Plan SERP Total
Net actuarial gain or (loss) £ (157y §$ (191) 3 — $ (348)
Unrecognized prior service cost — (105) (2,046) 2,151)
Unrecognized actuarial gain or (loss) — — (510) {510}

3 (57y § (296) $ (2,556) £ (3,009
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The assumptions used in calculating the Company’s projected benefit obligation and net periodic service cost as of, and for the year
ended, August 25, 2007, were as follows:

Textilease UniFirst
Plan Plan SERP
Discount rate 6.0% 6.0% 5.8%
Expected return on plan assets 5.0% 4.5% N/A
Rate of compensation increase N/A N/A 50%

The incremental effects of applying the recognition provisions of SFAS No. 158 on the individual line items in the consolidated
balance sheet as of August 25, 2007 were as follows (in thousands):

Before After
adaption of adoption of
FAS No. 158 Adjustments FAS No. 158
Deferred income taxes $ 225 s 1,715 by 1,940
Prepaid expenses 569 (487) 82
Total current assets 794 1,228 2,022
Other assets 2,280 (2,280) —
Total assets 3 3,074 b (1,052} $ 2,022
Accrued liabilities $ 8,259 $ 1,609 5 9,868
Total current liabilities 8,259 1,609 9,868
Accumulated other comprehensive income {348) (2,661} (3,009)
Total shareholders’ equity (348) (2,661) (3,009}
3 7911 b (1,052) 3 6,859

7. Goodwill and Other Intangible Assets

Under SFAS No. 142, goodwill is no longer amortized, but reviewed annually, or more frequently if certain indicators arise, for
impairment. There were no impairment losses related to goodwill or intangible assets during the years ended August 25, 2007, August
26, 2006 or August 27, 2005,

The changes in the carrying amount of goodwill are as follows (in thousands):

Balance as of August 27, 2005

Goodwill acquired during the period

Change in purchase accounting estimates from acquisitions in prior years
Effect of foreign currency translation

Balance as of August 26, 2006

Goodwill acquired during the period
Goodwill retired on disposition of business
Effect of foreign currency translation

Balance as of August 25, 2007

As of August 25, 2007, the Company has allocated $218.7 million and $5.7 million to its US and Canadian Rental and Cleaning and
Specialty Garments segments, respectively. The change in the purchase accounting estimates from acquisitions in prior years primarily

relates to revisions of tax estimates,
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Intangible assets, net in the Company’s accompanying consolidated balance sheets are as follows (in thousands):

Gross Carrying Accumulated Net Carrying
Amount Amortization Amount

August 25, 2007
Customer contracts 5 110,904 b 54,346 b 56,558
Other intangible assets 25,339 19,833 5,506
5 136,243 $ 74,179 3 62,064

August 26, 2006
Customer contracts Y 105,658 s 48,332 $ 57,326
"Other intangible assets 26,473 19,777 6,696
h) 132,131 $ 68,109 3 64,022

Estimated amortization expense for the five fiscal years subsequent to August 25, 2007 and thereafter, based on intangible assets, net
as of August 25, 2007 is as follows (in thousands):

2008 ] 7,241
2009 7,074
2010 6,813
2011 6,292
2012 5,617
Thereafter 29,027

s 62,064

8. Accrued Liabilities

Accrued liabilities in the accompanying consolidated balance sheets consists of the following (in thousands):

August 25, August 26,
2007 2006
Payroll related $ 35,195 % 28,963
Insurance related 20,759 21,602
Environmental related 15,683 10,858
Asset retirement obligations 7.437 6,998
Other 7,209 12,159
) 86,283 §% 80,580

9. Asset Retirement Obligations

The Company accounts for its asset retirement obligations under the provisions of SFAS No. 143, which generally applies to legal
obligations associated with the retirement of long-lived assets that result from the acquisition, construction, development and/or the
normal operation of a long-lived asset. Accordingly, the Company recognizes asset retirement obligations in the period in which they
are incurred if a reasonable estimate of fair value can be made. The associated asset retirement costs are capitalized as part of the
carrying amount of the long-lived asset. The Company continues to depreciate, on a straight-line basis, the amount added to property
and equipment and recognizes accretion expense in connection with the discounted liability over the various remaining lives which
range from approximately one to twenty-four years.

The Company recognized as a liability the present value of the estimated future costs to decommission its nuclear laundry facilities in
accordance with the provisions of SFAS No. 143. The estimated liability is based on historical experience in decommissioning nuclear
laundry facilities, estimated useful lives of the underlying assets, external vendor estimates as to the cost to decommission these assets
in the future, and federal and state regulatory requirements. The estimated current costs have been adjusted for the estimated impact of
inflation at 3% per year. The liability has been discounted using credit-adjusted risk-free rates that range from approximately 3% to
7% over one to thirty years. Revisions to the liability could occur due to changes in the Company’s estimated useful lives of the
underlying assets, estimated dates of decommissioning, changes in decommissioning costs, changes in federal or state regulatory
guidance on the decommissioning of such facilities, or other changes in estimates. Changes due to revised estimates will be
recognized by adjusting the carrying amount of the liability and the related long-lived asset if the assets are still in service, or charged
to expense in the period if the assets are no longer in service.

-42.




A reconciliation of the Company’s liability is as follows (in thousands):

August 25, August 26,
2007 2006
Beginning balance 3 6,998 b 6,918
Accretion expense 439 403
Change in estimate of liability — 771
Asset retirement costs incurred — {1,094)
Ending balance 3 7,437 $ 6,998

As of August 25, 2007, the $7.4 million asset retirement obligation is included in accrued liabilities in the accompanying consolidated
balance sheet.

10. Commitments and Contingencies
Lease Commitments
The Company leases certain buildings and equipment from independent parties. Total rent expense on all leases was $5.3 million, $6.0

million and $6.1 million in fiscal 2007, 2006 and 2003, respectively. Annual minimum lease commitments for the five years
subsequent to August 25, 2007 and thereafier are as follows (in thousands):

2008 3 4,641
2009 3,043
2010 2,353
2011 1,746
2012 754
Thereafter 752

3 13,289

Environmental and Legal Contingencies

The Company and its operations are subject to various federal, state and local laws and regulations governing, among other things, the
generation, handling, storage, transportation, treatment and disposal of hazardous waste and other substances. In particular, industrial
laundries use and must dispose of detergent waste water and other residues. The Company is attentive to the environmental concerns
surrounding the disposal of these materials and has, through the years, taken measures to avoid their improper disposal. In the past, the
Company has settled, or contributed to the settlement of, actions or claims brought against the Company relating to the disposal of
hazardous materials and there can be no assurance that the Company will not have to expend material amounts to remediate the
consequences of any such disposal in the future,

Accounting principles generally accepted in the United States require that a liability for contingencies be recorded when it is probable
that a liability has occurred and the amount of the liability can be reasonably estimated. Significant judgment is required to determine
the existence of a liability, as well as the amount to be recorded. The Company regularly consults with attorneys and outside
consultants to ensure that all of the relevant facts and circumstances are considered, before a contingent liability is recorded. Changes
in enacted laws, regulatory orders or decrees, management’s estimates of costs, insurance proceeds, participation by other patrties, the
timing of payments and the input of outside consultants and attorneys based on changing legal or factual circumstances could have a
material impact on the amounts recorded for environmental and other contingent liabilities.

Under environmental laws, an owner or lessee of real estate may be liable for the costs of removal or remediation of certain hazardous
or toxic substances located on, or in, or emanating from, such property, as well as related costs of investigation and property damage.
Such laws often impose liability without regard to whether the owner or lessee knew of, or was responsible for the presence of such
hazardous or toxic substances. There can be no assurances that acquired or leased locations have been operated in compliance with
environmental laws and regulations or that future uses or conditions will not result in the imposition of liability upon the Company
under such laws or expose the Company to third-party actions such as tort suits. The Company continues to address environmental
conditions under terms of consent orders negotiated with the applicable environmental authorities or otherwise with respect to sites
located in or related to Woburn, Massachusetts, Somerville, Massachusetts, Springfield, Massachusetts, Uvalde, Texas, Stockton,
California, three sites related to former operations in Williamstown, Vermont, as well as a number of additional locations that it
acquired as part of its acquisition of Textilease Corporation in September 2003.
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The Company has accrued certain costs related to the sites described above as it has been determined that the costs are probable and
can be reasonably estimated. The Company continues to investigate environmental conditions at the Somerville, Massachusetts site.
The full nature and extent of those conditions, and of the remedial solutions that may be employed to address them, have not yet been
finally determined. In the interim, as the investigation proceeds, the Company is implementing measures to mitigate potential impacts
in the vicinity of the site. The Company also has potential exposure related to an additional parcel of land (the “Central Area”) related
to the Woburn, Massachusetts site discussed above. Currently, the consent order for the Woburn, Massachusetts site discussed above
does not define or require any remediation work in the Central Area. The Company has not accrued for this contingency as the
Company believes, at this time, the liability is not probable and the amount of such contingent liability cannot be reasonably
estimated.

The Company routinely reviews and evaluates sites that may require remediation and monitoring and determines its estimated costs
based on various estimates and assumptions. These estimates are developed using its internal sources or by third party environmental
engineers or other service providers. Internally developed estimates are based on:

* Management's judgment and experience in remediation and monitoring the Company's sites;
* Information available from regulatory agencies as to costs of remediation and monitoring;

*  The number, financial resources and relative degree of responsibility of other potentially responsible parties (PRPs) who may be
liable for remediation and monitoring of a specific site; and

»  The typical allocation of costs among PRPs.

There is usually a range of reasonable estimates of the costs associated with each site. The Company’s accruals reflect the amount
within the range that constitutes its best estimate. Where it believes that both the amount of a particular liability and the timing of the
payments are retiably determinable, the Company adjusts the cost in current dollars using a rate of 3% for inflation until the time of
expected payment and discounts the cost to present value using risk-free rates of interest ranging from 4% to 5%.

For environmental liabilities that have been discounted, the Company includes interest accretion, based on the cffective interest
method, in operating costs on the consolidated statements of income. The changes to the Company’s environmental liabilities for the
years ended August 25, 2007 and August 26, 2006 are as follows (in thousands):

August 25, August 26,

Year ended 2007 2006
Beginning balance 5 10858 § 9,326
Costs incurred for which reserves have been provided (2,500) (1,031)
Insurance proceeds received 121 211
Interest accretion 577 466
Revisions in estimates 6,026 1,886
Balance as of August 25, 2007 § 15683 § 10,858

In fiscal 2007 and 2006, the Company made adjustments to increase its environmental related accrual by $6.6 million and $1.9
million, respectively, primarily due to preliminary results of its ongoing site investigation at one of its environmental exposure sites.

Anticipated payments and insurance proceeds of currently identified environmental remediation liabilities as of August 25, 2007, for
the next five years and thereafter as measured in current dollars, are reflected below.

{In Thousands) 2008 2009 2010 2011 2012 Thereafter Total
Estimated costs — current dollars b 6,666 3 2436 3§ 1,456 § 1,041 § 996 § 10,750 $ 23345
Estimated insurance proceeds (266) (266) (266) {274) (266} {3,874) (5,211)
Net anticipated costs $ 6,400 3 2,170 § 1,190 § 768§ 730 % 6,876 $ 18,134
Effect of Inflation 3,585
Effect of Discounting (6,035)
Balance as of August 25, 2007 $ 15,683

Estimated insurance proceeds are primarily received from an annuity received as part of a legal settlement with an insurance company.
Annual proceeds of approximately $0.3 million are deposited into an escrow account which funds remediation and monitoring costs
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for three sites related to former operations in Williamstown, Vermont. Annual proceeds received but not expended in the current year
accumulate in this account and may be used in future years for costs related to this site through the year 2027. As of August 25, 2007,
the balance in this escrow account, which is held in a trust and is not recorded on the Company’s consolidated balance sheet, was
approximately $2.2 million. Also included in estimated insurance proceeds are amounts the Company is entitled to receive pursuant to
legal settlements as reimbursements from three insurance companies for estimated costs at the site in Uvalde, Texas.

The Company’s nuclear garment decontamination facilities are licensed by the Nuclear Regulatory Commission {“NRC™), or, in
certain cases, by the applicable state agency, and are subject to regulation by federal, state and local authorities. There can be no
assurance that such regulation will not lead to material disruptions in the Company’s garment decontamination business.

From time to time, the Company is also subject to legal proceedings and claims arising from the conduct of its business operations,
including litigation related to charges for certain ancillary services on invoices, personal injury claims, customer contract matters,
employment claims and environmental matters as described above.

While it is impossible to ascertain the ultimate legal and financial lability with respect to contingent liabilitics, including lawsuits and
environmental contingencies, the Company believes that the aggregate amount of such liabilities, if any, in excess of amounts accrued
or covered by insurance, will not have a material adverse effect on the consolidated financial position or results of operation of the
Company. It is possible, however, that future financial position or results of operations for any particular future period could be
materially affected by changes in the Company’s assumptions or strategies related to these contingencies or changes out of the
Company’s control.

Other Contingent Liabilities

As security for certain agreements with the NRC and various state agencies related to the nuclear operations (see Note 9} and certain
insurance programs, the Company had standby irrevocable bank commercial letters of credit of $33.1 million and $28.6 million
outstanding as of August 25, 2007 and August 26, 2006 respectively.

11. Commeon Stock Options

The Company adopted an incentive stock option plan (the “Plan”) in November 1996 and reserved 150,000 shares of Common Stock
for issue under the Plan. In January 2002, the Company increased the number of shares of Common Stock reserved for issuance under
the Plan to 450,000. At the Company’s 2007 Annual Meeting of Shareholder’s held on January 9, 2007, the Company’s shareholders
approved the Company’s increase in the number of shares of Common Stock reserved for issuance under the Plan to 800,000. Options
granted under the Plan, through August 25, 2007, are at a price equal to the fair market value of the Company’s Common Stock on the
date of grant. Options granted prior to fiscal 2003 are subject to a proportional four-year vesting schedule and expire eight years from
the grant date. Options granted beginning in fiscal 2003 and thereafter are subject to a five-year cliff-vesting schedule under which
options become vested or exercisable after five years from date of grant and expire ten years after the grant date. Compensation
expense for all option grants, whether proportional four-year vesting or five-year cliff-vesting, is recognized ratably over the related
vesting period starting in fiscal 2006. Certain options were granted during fiscal 2007, 2006 and 2003 to outside directors of the
Company, which were fully vested upon grant and expire ten years after the grant date. Compensation expense refated to the 2007 and
2006 director grants was recognized on the date of grant.



The following table summarizes the Common Stock option activity for the fiscal years ended August 25, 2007, August 26, 2006 and
August 27, 2005:

Weighted
Number of Average
Shares Exercise Price

Outstanding, August 28, 2004 216825 § 18.70
Granted 67,600 27.98
Exercised (32,325) 13.52
Forfeited {13,725) 22.43
Qutstanding, August 27, 2005 238,375 $ 21.82
Granted 71,400 34.69
Exercised (9,700) 1599
Forfeited (15,125) 24.78
Outstanding, August 26, 2006 ' 284,950 ] 25.08
Granted 72,400 36.69
Exercised (41,650) 17.01
Forfeited (21,725) 28.04
QOutstanding, August 25, 2007 291,975 $ 28.87
Exercisable, August 27, 2005 66,500 3 15.89
Exercisable, August 26, 2006 69,950 3 17.66
Exercisable, August 25, 2007 42,675 $ 23.93

The following table summarizes information relating to currently outstanding and exercisable stock options as of August 25, 2007:

Qutstanding Options Exercisable Options

Average Weighted Weighted

Remaining Average Average

Range of Number Option Exercise Number Exercise

Exercise Prices Qutstanding Life Price Exercisable Price

$10.06-15.13 8,975 1.06 § 10.63 8975 § 10.63
17.55-20.13 52,900 4.49 19.46 14,700 17.81
24.35-2798 99,600 6.72 26.32 6,000 26.98
33.13-34.83 63,000 8.19 34.72 5,000 1347
36.05-42.21 69,500 9.21 36.71 8,000 41.83
$10.06-42.21 293,975 705 % 28.87 42,675 5 23.93

The following table summarizes the status of the Company’s nonvested shares at August 25, 2007:

Nonvested Options

Number of Weighted Average
Shares Exercise Price
Nonvested at August 26, 2006 215,000 $ 27.50
Granted 64,500 36.05
Vested (7,000) 25.69
Forfeited {21,600) 28.10
Nonvested at August 25, 2007 251,300 ) 29.70
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12. Shareholders’ Equity

The Company has two classes of common stock: Common Stock and Class B Common Stock. Each share of Common Stock is
entitled to one vote, is freely transferable, and is entitled to a cash dividend equal to 125% of any cash dividend paid on each share of
Class B Common Stock. Each share of Class B Common Stock is entitled to ten votes and can be converted to Common Stock on a
share-for-share basis. However, until converted to Common Stock, Class B Common shares are not freely transferable.

On July 25, 2006, certain members of the Croatti family converted 4,474,219 million shares of their Class B Common Stock to
Commeon Stock and sold those shares and an additional 125,781 shares of Common Stock in a follow-on offering. The Company did
not sell any shares in the offering and did not receive any proceeds from the sale of the shares. For the year ended August 25 2007, a
total of 3,400 shares of Class B Common Stock were converted to Common Stock.

13. Other Comprehensive Income (Loss)

The components of accumulated other comprehensive income (loss) are as follows (in thousands):

Total
Accurnulated
Foreign Other
Currency Adoption of  Comprehensive
Translation Pension FAS No. 158 Income (Loss)
Balance, August 28, 2004 $ (428) % {78) % — % (506)
Change during the year 2,915 (363) — 2,552
Balance, August 27, 2005 2487 (441) — 2,046
Change during the year 2,690 (94) — 2,596
Balance, August 26, 2006 5,177 (535) — 4,642
Change during the year 2,964 187 (2,661) 490
Balance, August 25, 2007 5 8141 § (348) § (2,661) $ 5,132

On September 29, 2006, the Financial Accounting Standards Board issued SFAS No. 158, Employers’ Accounting for Defined Benefit
Pension and Other Postretirement Plans, an amendment of SFAS No. 87, 88, 106 and 132(r), which required, among other things, that
the Company recognize as a component of other comprehensive income, net of tax, the actuarial gains and losses and the prior service
costs and credits that arise during the period but pursuant to FAS 87 and 106 were not recognized as components of net periodic
benefit cost. The Company adopted SFAS No. 158 on August 25, 2007 which resulted in a $2.7 million adjustment to other
comprehensive income. Refer to Note 6, “Employee Benefit Plans”, of these consolidated financial statements for further discussion
regarding the adoption of SFAS No. 158 and its related effects on the Company’s consolidated financial statements.

14. Segment Reporting

SFAS No. 131, Disclosures about Segments of an Enterprise and Related Information, establishes standards for reporting information
regarding operating segments in annual financial statements and requires selected information of those segments to be presented in
interim financial reports issued to stockholders. Operating segments are identified as components of an enterprise for which separate
discrete financial information is available for evaluation by the chief operating decision-maker, or decision-making group, in making
decisions on how to allocate resources and assess performance. The Company’s chief operating decision maker, as defined under
SFAS No. 131, is the Company’s chief executive officer. The Company has six operating segments based on the information reviewed
by its chief executive officer; US Rental and Cleaning, Canadian Rental and Cleaning, Manufacturing (MFG), Corporate, Specialty
Garments Rental and Cleaning (Specialty Garments) and First Aid. The US Rental and Cleaning and Canadian Rental and Cleaning
operating segments have been combined to form the US and Canadian Rental and Cleaning reporting segment, and as a result, the
Company has five reporting segments.

The US and Canadian Rental and Cleaning reporting segment purchases, rents, cleans, delivers and sells, uniforms and protective

clothing and non-garment items in the United States and Canada. The laundry locations of the US and Canadian Rental and Cleaning
reporting segment are referred to by the Company as “industrial laundries” or “industrial laundry locations.”
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The MFG operating segment designs and manufactures uniforms and non-garment items primarily for the purpose of providing these
goods to the US and Canadian Rental and Cleaning reporting segment. MFG revenues are generated when goods are shipped from the
Company’s manufacturing facilities to other Company locations. These revenues are recorded at a transfer price which is typically in
excess of the actual manufacturing cost. The transfer price is determined by management and may not necessarily represent the fair
value of the products manufactured. Products are carried in inventory and subsequently placed in service and amortized at this transfer
price. On a consolidated basis, intercompany revenues and income are eliminated and the carrying value of inventories and rental
merchandise in service is reduced to the manufacturing cost. Income before income taxes from MFG net of the intercompany MFG
elimination offsets the merchandise amortization costs incurred by the US and Canadian Rental and Cleaning reporting segment as the
merchandise costs of this reporting segment are amortized and recognized based on inventories purchased from MFG at the fransfer
price which is above the Company’s manufacturing cost.

The Corporate operating segment consists of costs associated with the Company’s distribution center, sales and marketing,
information systems, engineering, materials management, manufacturing planning, finance, budgeting, human resources, other general
and administrative costs and interest expense. The revenues generated from the Corporate operating segment represent certain direct
sales made by the Company directly from its distribution center. The products sold by this operating segment are the same products
rented and sold by the US and Canadian Rental and Cleaning reporting segment. In the table below, no assets or capital expenditures
are presented for the Corporate operating segment as no assets are allocated to this operating segment in the information reviewed by
the chief executive officer. However, depreciation and amortization expense related to certain assets are reflected in income from
operations and income before income taxes for the Corporate operating segment. The assets that give rise to this depreciation and
amortization are included in the total assets of the US and Canadian Rental and Cleaning reporting segment as this is how they are
tracked and reviewed by the Company. The majority of expenses accounted for within the Corporate segment relate to costs of the US
and Canadian Rental and Cleaning segment, with the remainder of the costs relating to the Specialty Garment and First Aid segments,

The Specialty Garments operating segment purchases, rents, cleans, delivers and sells, specialty garments and non-garment items
primarily for nuclear and clean room applications. The First Aid operating segment sells first aid cabinet services and other safety
supplies.

The Company refers to the US and Canadian Rental and Cleaning, MFG, and Corporate reporting segments combined as its *‘core
laundry operations,” which is includéd as a subtotal in the following tables (in thousands).

US and
Canadian Subtotal
As of and for the year ended Rental and Net Interco Core Laundry  Specialty
August 25, 2007 Cleaning MFG MFG Elim Corporate Operations Garments First Aid Total
Revenues $ 799515 & 89,209 § (89,209) ¥ 7,945 § 807460 § 62,868 $31,774  § 902,102

Income (loss) from operations £ 111,697 $ 30511 $ (5366) % (58860) % 77982 § 4813 $ 1426 $ 84221

Interest (income) expense, net $ (1,868) $ — 8 — $ 12,627 $ 10759 § — 8 — % 10,759
Income (loss) before taxes $ 113565 & 30511 % (5366) $ (71487) 3 67223 § 4813 $ 1426 § 73462
Depreciation and amortization $ 30863 % 1446 — & 11,700 § 44009 § 37219 § 1,284 § 48512
Capital expenditures £ 46444 8 — & — 8 — $ 46444 5 7186 $ 1,031 § 54,661
Total assets $ 785646 § 6,587 § — % — $ 792233 § 60,997 §21,234 5 874464
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US and

Canadian Subtotal

As of and for the year ended Rental and Net Interco Core Laundry  Specialty

August 26, 2006 Cleaning MFG MFG Elim Corporate Operations Garments First Aid Total
Revenues $ 733294 $ 72239 8 (7223%) § 5861 § 739,155 § 51,553 $30264 § 820972
Income (loss) from operations 3 103270 8§ 24468 3  (637) $ (56,020) $ 71,081 § 358 0§ 2362 § 73,801
Interest (income) expense,net $ (1,589) § (19) § - & 1L150 § 9542 § 2 3 - § 9544
Income (loss) before taxes S 1043859 § 24487 3§ (637) § (67,170) § 61539 § 356 $ 2362 3 64257
Depreciation and amortization $ 29067 3 1,467 § — & 10,619 $ 41,153 § 2959 S 1,198 § 45310
Capital expenditures § 45506 § — 8 — § — $ 45506 § 5,671 $§ 927 8§ 52104
Total assets $ 749884 3§ 6715  § — & — $ 756,599 § 51,654 $21,449 § 829,702

US and
Canadian Subtotal

As of and for the year ended Rental and Net Interco Core Laundry  Specialty

August 27, 2005 Cleaning MFG MFG Elim Corporate Operations Garments First Aid Total
Revenues $ 668313 § 57634 $ (57634) %3 6,075 $ 674388 % 61,697 $27,757 § 763,842
Income (loss) from operations $ 99508 3 21390 § 206 § (52927) § 68,177 § 6907 £ 928 § 76,012
Interest (income) expense, net $ (1,362) § (12) § — § 3140 $ 6,766 § 82 $ (7) § 6841
Income (loss) before taxes $ 100,870 3 21402 § 206§ (61067) § 61411 § 6825 §f 935 § 69,171
Depreciation and amortization § 27284 § 1,425 § — § 10,929 $ 39638 § 2982 $ 1,307 § 43927
Capital expenditures $ 45883 % 447 % —  § — $ 46330 § 1406 $ 5519 § 53,255
Total assets 3 673,126  § 6612 § — 3 — $ 679,738 § 48,765 $15,802 § 748,305

The Company’s long-lived assets as of August 25, 2007 and August 26, 2006 and revenues for the years ended August 25, 2007,

August 26, 2006 and August 27, 2005 were attributed to the following countries (in thousands):

Long-lived asscts as of: August 25, 2007

August 26, 2006

United States 5 585,149 § 564,493
Europe, Canada, and Mexico (1) 39,094 36,296
Total L 624243 § 600,789
Revenues for the year ended: August 25, 2007 August 26, 2006 August 27, 2005
United States 5 820,898 § 751,985 § 709,153
Europe and Canada (1) 81,204 68,587 54,689
3 902,102 § 820,972 3 763,842
Income before income taxes for the year ended: August 25, 2007 August 26, 2006 August 27, 2005
United States s 62,136 § 54,572 § 62,365
Europe, Canada, and Mexico (1) 11,326 9,685 6,806
by 73,462 § 64,257 § 69,171

(1) No country accounts for greater than 10% of total long-lived assets or revenues.
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Report of Independent Registered Public Accounting Firm

The Board of Directors and Shareholders,
UniFirst Corporation

We have audited the accompanying consolidated balance sheets of UniFirst Corporation and subsidiaries as of August 25, 2007 and
August 26, 2006 and the related consolidated statements of income, shareholders' equity, and cash flows for each of the three years in
the period ended August 25, 2007. Our audits also included the financial statement schedule listed in the Index at Item 15(a). These
financial statements ar¢ the responsibility of the Company's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

[n our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated financial position of
UniFirst Corporation and subsidiaries at August 25, 2007 and August 26, 2006, and the consolidated results of their operations and
their cash flows for each of the three years in the period ended August 25, 2007, in conformity with U.S. generally accepted
accounting principles. Also, in our opinion, the related financial statement schedule, when considered in relation to the basic financial
statements taken as a whole, presents fairly in all material respects the information set forth therein.

As discussed in Notes | and 6 to the consolidated financial statements, the Company adopted Statement of Financial Accounting
Standards No. 158, Employvers Accounting for Defined Benefit Pension and Other Postretirement Plans — an amendment of FASB
Statements No. 87, 88, 106 and 132(R) and effective August 28, 2005, the Company adopted Statement of Financial Accounting
Standards No. 123(R), Share Based Payments and changed its method of accounting for stock-based compensation.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
effectiveness of UniFirst Corporation’s internal control over financial reporting as of August 25, 2007, based on criteria established in
Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission and our
report dated November 6, 2007 expressed an unqualified opinion thereon.

{s/ Emst & Young LLP
Boston, Massachusetts

November 6, 2007
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Quarterly Financial Data (Unaudited)

The following is a summary of the results of operations for each of the quarters within the years ended August 25, 2007 and August
26, 2006. This summary should be read in conjunction with these consolidated financial statements and notes to consolidated financial
statements.

Qur fiscal year ends on the last Saturday in August. For financial reporting purposes, fiscal 2007 and fiscal 2006 had 52 weeks. Each
of the quarters presented below includes 13 weeks.

(In thousands, except per share data) First Second Third Fourth
For the year ended August 25, 2007 Quarter Quarter Quarter Quarter
Revenues $ 222377 0§ 222367 § 229849 § 227,509
Income before income taxes 22,627 11,457 21,836 17,542
Provisicen for income taxes 8,381 4,497 8,153 6,736
Net income $ 13,746 § 6,960 § 13,683 § 10,806
Net income per Common share -- basic 3 075 % 038 § 075 3§ 0.59
Net income per Class B Common share -- basic $ 060 § 030 % 060 § 0.47
Net income per Common share -- diluted $ 071 § 036 3% 071 § 0.56
Weighted average number of shares outstanding -- basic
Common Stock 14,307 14,319 14,333 14,343
Class B Common Stock 4,941 4,939 4,937 4,937
19,248 19,258 19,270 19,280
Weighted average number of Common Stock shares
outstanding -- diluted 19,322 19,362 19,371 19,375
(In thousands, except per share data) First Second Third Fourth
For the year ended August 26, 2006 Quarter Quarter Quarter Quarter
Revenues $ 199325 § 202,168 § 211,938 § 207,541
Income before income taxes 18,521 10,775 17,753 17,208
Provision for income taxes 7,131 4,448 6,835 6,635
Net income ) $ 11,390 % 6,327 § 10918 § 10,573
Net income per Common share -- basic A3 066 5 036 % 063 § 0.60
Net income per Class B Common share -- basic $ 053 § 029 % 030 3 0.48
Net income per Common share -- diluted ' 5 059 % 0.33 3 057 3% 0.55
Weighted average number of shares outstanding -- basic
Common Stock 9,619 9,747 9,814 11,406
Class B Common Stock 9,620 9,494 9,429 7,842
19,239 19,241 19,243 19,248

Weighted average number of Common Stock shares
outstanding -- diluted 19,328 19,316 19,311 19313

In the second quarter of fiscal 2007, the Company increased its environmental related accrual by $1.6 million due to the preliminary
results of its ongoing site investigation at one of its environmental exposure sites, and incurred $0.7 million in severance expense
related to the departure of one of its senior executives.

In the fourth quarter of fiscal 2007 and 2006, the Company decreased its insurance reserves by $4.9 million and $3.1 million,
respectively, resulting from its annual third-party actuarial review of its insurance reserve requirements. In addition, the Company
increased its environmental related accrual by $5.0 million and $1.8 million, respectively, due to additional information gathered from
its ongoing site investigation at one of its environmental exposure sites.
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

Disclosure Controls and Procedures. As required by Rule 13a-15 under the Securities Exchange Act of 1934, as amended (the
“Exchange Act”), we carried out an evaluation under the supervision and with the participation of our management, including the
Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and
procedures as of the end of the period covered by this report. Based upon their evaluation, the Chief Executive Officer and Chief
Financial Officer concluded that our disclosure controls and procedures are effective to ensure that matenial information relating to the
Company required to be disclosed by the Company in reports we file or submit under the Exchange Act is recorded, processed,
summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms, In designing and
evaluating the disclosure contrels and procedures, our management recognized that any controls and procedures, no matter how well
designed and operated, can provide only reasonable assurances of achieving the desired control objectives, and management
necessarily was required to apply its judgment in designing and evaluating the controls and procedures. We continue to review our
disclosure controls and procedures, and our internal control over financiat reporting, and may from time to time make changes aimed
at enhancing their effectiveness and to ensure that our systems evolve with our business.

Changes in Internal Control over Financial Reporting. There were no changes in our internal control over financial reporting during
the year ended August 25, 2007 that have materially affected, or that are reasonably likely to materially affect, our internal control
over financial reporting.

Management’s Responsibility for Financial Statements

Our management is responsible for the preparation, integrity and objectivity of our consolidated financial statements and other
financial information contained in our Annual Report on Form 10-K. Those consolidated financial statements were prepared in
conformity with accounting principles generally accepted in the United States, In preparing those consolidated financial statements,
Management was required to make certain estimates and judgments, which are based upon currently available information and
Management’s view of current conditions and circumstances.

The Audit Committee of our Board of Directors, which consists solely of independent directors, oversees our process of reporting
financial information and the audit of our consolidated financial statements. The Audit Committee stays informed of our financial
condition and regularly reviews management’s financial policies and procedures, the independence of our independent auditors, our
internal control and the objectivity of our financial reporting. Our independent registered public accounting firm has free access to the
Audit Committee and meets with the Audit Committee periodically, both with and without Management present.

We have retained Emst & Young LLP, an independent registered public accounting firm, to audit our consolidated financial
statements found in this Annual Report on Form 10-K for the year ended August 25, 2007. We have made avaiiable to Ernst & Young
LLP all of our financial records and related data in connection with their audit of our consolidated financial statements.

We have filed with the Securities and Exchange Commission the required certifications related to our consolidated financial
statements as of and for the year ended August 25, 2007. These certifications are attached as exhibits to this Annual Report on Form
10-K for the year ended August 25, 2007. Additionally, we have also provided to the New York Stock Exchange the required annual
certification of our Chief Executive Officer regarding our compliance with the New York Stock Exchange’s corporate governance
listing standards.

Management’s Report on Internal Control Over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting. Internal control
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements for external reporting purposes in accordance with accounting principles generally accepted in the
United States. Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements.
Management has assessed the effectiveness of our internal control over financial reporting as of August 25, 2007. In making its
assessment, management has utilized the criteria set forth by the Committee of Sponsoring Organizations (“COSQ”) of the Treadway
Commission in Internal Control—Integrated Framework. Management concluded that based on its assessment, our internal control
over financial reporting was effective as of August 25, 2007. The effectiveness of our internal control over financial reporting as of
August 25, 2007 has been audited by Ernst & Young LLP, and a copy of its attestation report is included below.




Report of Independent Registered Public Accounting Firm
on Internal Contrel Over Financial Reporting

The Board of Directors and Shareholders,
UniFirst Corporation

We have audited UniFirst Corporation’s internal control over financial reporting as of August 25, 2007, based on criteria established
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (the
COSO criteria). UniFirst Corporation’s management is responsible for maintaining effective internal control over financial reporting,
and for its assessment of the effectiveness of internal control over financial reporting in the accompanying Management’s Report on
Internal Control Over Financial Reporting. Qur responsibility is to express an opinion on the company’s internal control over financial
reporting based on our audit,

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United States). Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether effective internal control over
financial reporting was maintained in all material respects. Our audit included obtaining an understanding of internal control over
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating effectiveness of
internal control based on the assessed risk, and performing such other procedures as we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed to provide rcasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. A company’s internal control over financial reporting includes those policies and procedures that (1) pertain to the
maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
company; {2) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statements in
accordance with generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance regarding
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect
on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also, projections
of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of changes in
conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, UniFirst Corporation maintained, in all material respects, effective internal contro! over financial reporting as of
August 25, 2007, based on the COSO criteria.

We also have audited, in accordance with the standards of the Public Company Accounting Oversight Board (United States), the
consolidated balance sheets of UniFirst Corporation as of August 25, 2007 and August 26, 2006, and the related consolidated
statements of income, shareholders’ equity, and cash flows for each of the three years in the period ended August 25, 2007 of UniFirst
Corporation and our report dated November 6, 2007 expressed an unqualified opinion thereon.

{s/ Emst & Young LLP
Boston, Massachusetts

November 6, 2007
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ITEM 9B. OTHER INFORMATION

None.

PART III

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

‘We have adopted a Statement of Corporate Policy and Code of Business Conduct and Ethics, which applies to our directors and all of
our employees, including our principal executive officer, principal financial officer, principal accounting officer and controller. A
copy is available, free of charge, by contacting our Investor Relations group at (978) 658-8888 or at UniFirst Corporation, 68 Jonspin
Road, Wilmington, MA 01887. Our Statement of Corporate Policy and Code of Business Conduct and Ethics is available on our
website at www unifirst.com. Information contained on our website is not part of this Annual Report on Form 10-K or the documents
incorporated by reference into this Annual Report on Form 10-K.

Information regarding our directors and executive officers required by this Item 10 will be included in our definitive Proxy Statement
to be filed with the Securities and Exchange Commission for our 2008 Annual Meeting of Shareholders and is incorporated by
reference into this ltem 10. Certain information required by this Item 10 is set forth in Item 1 of this Annual Report on Form 10-K
under the heading “Executive Officers”.

ITEM 11. EXECUTIVE COMPENSATION

Information required by this Itemn 11 will be included in our definitive Proxy Statement to be filed with the Securities and Exchange
Commission for our 2008 Annual Meeting of Shareholders and is incorporated by reference into this Item 11.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

Information required by this Item 12 will be included in our definitive Proxy Statement to be filed with the Securities and Exchange
Commission for our 2008 Annual Meeting of Shareholders and is incorporated by reference into this Item 12.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

Information required by this Item 13 will be included in our definitive Proxy Statement to be filed with the Securities and Exchange
Commission for our 2008 Annual Meeting of Shareholders and is incorporated by reference into this Item 13.

ITEM 14, PRINCIPAL ACCOUNTING FEES AND SERVICES

Information required by this Item 14 will be included in our definitive Proxy Statement to be filed with the Securities and Exchange
Commission for our 2008 Annual Meeting of Shareholders and is incorporated by reference into this Item 14.
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PART IV
ITEM 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES
(a) The financial statements listed below are filed as part of this report:

(1) and (2) FINANCIAL STATEMENTS AND FINANCIAL STATEMENT SCHEDULES.

The financial statements listed below are included under Item 8 of this Annual Report on Form 10-K:

Consolidated statements of income for each of the three years in the period ended August 25, 2007

Consolidated balance sheets as of August 25, 2007 and August 26, 2006

Consolidated statements of shareholders’ equity for each of the three years in the period ended August 25, 2007

Consolidated statements of cash flows for each of the three years in the period ended August 25, 2007

Nates to consolidated financial statements

Report of Emnst & Young LLP, Independent Registered Public Accounting Firm
Management’s Report on Internal Control Over Financial Reporting

Report of Emst & Young LLP, Independent Registered Public Accounting Firm

The following additional schedule is filed herewith:

Schedule IT — Valuation and qualifying accounts and reserves for each of the three years in the period ended August 25, 2007

UNIFIRST CORPORATION AND SUBSIDIARIES

SCHEDULE Il VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

FOR EACH OF THE THREE YEARS IN THE PERIOD ENDED

AUGUST 25, 2007
Charges for
Balance, Charged to Which Reserves Balance,
Beginning of Costs and Were Created End of
Description Period Expenses or Deductions Period

Allowance for Doubtful Accounts
For the year ended August 25, 2007 $ 3,653 3 4,240 $ (3,749) i) 4,144
For the year ended August 26, 2006 3 3,179 3 3,383 3 (2,909) 5 3,653
Far the year ended August 27, 2005 $ 1616 b 3,097 b {2,534} s 3,179
Reserve for Obsolete Inventory
For the year ended August 25, 2007 $ 980 3 1,086 $ (1,113) $ 953
For the year ended August 26, 2006 $ 853 b 565 $ {438) $ 980
For the year ended August 27, 2005 3 1,126 h) 455 b (728) $ 853

Separate financial statements of the Company have been omitted because the Company is primarily an operating company and all

subsidiaries included in the consolidated financial statements are totally held.

All other schedules have been omitted since the required information is not present or not present in amounts sufficient to require

submission of the schedule, or because the information required is included in the financial statements or the notes thereto.
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EXHIBITS. The list of exhibits filed as part of this Annual Report on Form 10-K are set forth below.

DESCRIPTION
Restated Articles of Organization (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
filed July 5, 2006 — and the Articles of Amendment dated January 13, 1988, a copy of which was filed as Exhibit 3.2 1o the
Company’s Current Report on Form 8-K filed July 5, 2006 — and the Articles of Amendment dated January 21, 1993, a
copy of which was filed as Exhibit 3.3 to the Company’s Current Report on Form 8-K filed July 5, 2006.)
By-laws (incorporated by reference to Exhibit 3.4 to the Company’s Current Report on Form 8-K filed July 5, 2006.)

Letter Agreement between the Company and Dennis Assad, dated January 3, 2007 (previously filed as Exhibit 10.1 1o the
Company’s Current Report on Form 8-K on January 8, 2007 and incorporated herein by reference.)

UniFirst Corporation 1996 Stock Incentive Plan, as amended, (incorporated by reference to Exhibit 10-D to the Company’s
Annual Report on Form 10-K for the fiscal year ended August 31, 2002).

Form of UniFirst Corporation stock option award to non-employee directors, (incorporated by reference to Exhibit 10-E to
the Company’s Annual Report on Form 10-K for the fiscal year ended August 27, 2005).

Form of UniFirst Corporation stock option award to executive officers, (incorporated by reference to Exhibit 10-F to the
Company’s Annual Report on Form 10-K for the fiscal year ended August 27, 2005).

UniFirst Corporation Unfunded Supplemental Executive Retirement Plan dated as of March 8, 2006, (incorporated by
reference from the Company’s Current Report on Form 8-K filed with the Commission on March 8, 2006).

List of Subsidiaries.

Consent of Ernst & Young LLP, Independent Registered Public Accounting Firm
Rule 13a-14(a)/15d-14(a) Certification of Ronald D. Croatti

Rule 13a-14(a)/15d-14(a) Certification of John B. Bartlett

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002

* Filed herewith

** Furnished herewith
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report
to be signed on its behalf by the undersigned, thereunto duly authorized.

UniFirst Corporation

By: /s/ Ronald D, Croatti

Ronald D. Croatti
President and Chief Executive Officer

November 8, 2007

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

NAME TITLE DATE
{s/ Ronald D. Croatti Principal Executive Officer and Director November 8, 2007
Ronald D. Croatti
{s/ John B. Bartlett Principal Financial Officer and
John B. Bartlet Principai Accounting Officer November 8, 2007

{s/ Cynthia Croatti
Cynthia Croatti Director November 8, 2007

/s/ Donald J. Evans
Donald J. Evans Director November 8, 2007

fs/ Phillip L. Cohen
Phillip L. Cohen Director November 8, 2007

s/ Anthony F. DiFillippo
Anthony F. DiFillippo Director November 8, 2007

s/ Robert F. Collings
Robert F. Collings Director November 8, 2007

/s/ Michael landoli
Michael landoli Director November §, 2007
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10.1

10.2

10.3

10.4

10.5

*21

*23.1

*311

*31.2

**32.1

**322

EXHIBIT INDEX
DESCRIPTION
Restated Articles of Organization (incorporated by reference to Exhibit 3.1 to the Company’s Current Report on Form 8-K
filed July 5, 2006 — and the Articles of Amendment dated January 13, 1988, a copy of which was filed as Exhibit 3.2 to the
Company’s Current Report on Form 8-K filed July 5, 2006 — and the Articles of Amendment dated January 21, 1993, a
copy of which was filed as Exhibit 3.3 to the Company’s Current Report on Form 8-K filed July 5, 2006.)
By-taws (incorporated by reference to Exhibit 3.4 to the Company’s Current Report on Form 8-K filed July 5, 2006.)

Letter Agreement between the Company and Dennis Assad, dated January 3, 2007 (previously filed as Exhibit 10.1 to the
Company’s Current Report on Form 8-K on January 8, 2007 and incorporated herein by reference.)

UniFirst Corporation 1996 Stock Incentive Plan, as amended, (incorporated by reference to Exhibit 10-D to the Company’s
Annual Report on Form 10-K for the fiscal year ended August 31, 2002).

Form of UniFirst Corporation stock option award to non-employee directors, (incorporated by reference to Exhibit 10-E to
the Company’s Annual Report on Form 10-K for the fiscal year ended August 27, 2005).

Form of UniFirst Corporation stock option award to executive officers, (incorporated by reference to Exhibit 10-F to the
Company’s Annual Report on Form 10-K for the fiscal year ended August 27, 2005).

UniFirst Corporation Unfunded Supplemental Executive Retirement Plan dated as of March 8, 2006, (incorporated by
reference from the Company’s Current Report on Form 8-K filed with the Commission on March 8, 2006).

List of Subsidiaries.

Consent of Emst & Young LLP, Independent Registered Public Accounting Firm
Rule 13a-14(a)/15d-14(a) Certification of Ronald D. Croatti

Rule 13a-14(a)/15d-14(a) Certification of John B. Bartlett

Certification of Chief Executive Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002

Certification of Chief Financial Officer Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes Oxley Act of 2002

* Filed herewith

** Furnished herewith
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List of subsidiaries of the Company:

UniFirst Holdings, Inc.
UniTech Services Group, Inc.
UniFirst First-Aid Corporation
UniTech Services Canada Ltd.
UniTech Services SAS

Euro Nuclear Services B.V.
Euro Nuklear Services, GmbH
Euro Nuclear Services Limited
Uniform Supply Alliance, L.P.
UniFirst Canada Ltd.

RC Air LLC

UONE Corporation
Uniformes de San Luis S.A. de C.V.
UniFirst S.A. de C.V.

Interstate Uniform Manufacturing of Puerto Rico, Inc.

Pride America Garments, Inc.
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Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in the Registration Statements on Form S-8 (File Nos. 333-142138, 333-
60781, 333-96097, and 333-82682) of UniFirst Corporation of our reports dated November 6, 2007 with respect to the
consolidated financial statements and schedule of UniFirst Corporation and the effectiveness of internal control over
financial reporting of UniFirst Corporation, included in the Annual Report (Form 10-K) for the year ended August 25,
2007.

/s/ Emnst & Young LLP

Boston, Massachusetts
November 6, 2007
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO SECURITIES
EXCHANGE ACT RULE 13a-15(e)/15d-15(e) AS ADOPTED PURSUANT TO SECTION
302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ronald D. Croatti, certify that:

1.

2.

(a)

(b)

(c)

(d)

I have reviewed this Annual Report on Form 10-K for the fiscal year ended August 25, 2007 of UniFirst Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statement made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented
in this report;

The Registrant’s other certifying officer and [ are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15(f)), for the Registrant, and have:

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles ;

Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure contrels and procedures, as of the end of the period covered by this report based on
such evaluation; and

Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the
Registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely to materially affect, the Registrant’s
internal control over financial reporting and;

5. The Registrant’s other certifying officer and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons
performing the equivalent functions):

(a)  All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial
information; and

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal control over financial reporting,.

Date; November 8, 2007 By: fs/ Ronald D. Croatti

Ronald D. Croatti, Chief Executive Officer
(Principal Executive Officer)
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Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO SECURITIES
EXCHANGE ACT RULE 13a-15(e}/15d-15(e) AS ADOPTED PURSUANT TO SECTION
302 OF THE SARBANES-OXLEY ACT OF 2002

I, John B. Bartlett, certify that:

2.

(a)

(b)

©

@

I have reviewed this Annual Report on Form 10-K for the fiscal year ended August 25, 2007 of UniFirst Corporation;

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statement made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all
material respects the financial condition, results of operations and cash flows of the Registrant as of, and for, the periods presented
in this report;

The Registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and 15d-15(¢)) and internal control over financial reporting (as defined in Exchange
Act Rules 13a-15(f) and 15d-15({)), for the Registrant, and have:

Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the Registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared,;

Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed
under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles ;

Evaluated the effectiveness of the Registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

Disclosed in this report any change in the Registrant’s internal control over financial reporting that occurred during the
Registrant’s fourth fiscal quarter that has materially affected, or is reasonably likely to materially affect, the Registrant’s
internal control over financial reporting and,;

5. The Registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the Registrant’s auditors and the audit committee of the Registrant’s board of directors (or persons
performing the equivalent functions):

(a)  All significant deficienctes and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the Registrant’s ability to record, process, summarize and report financial
information; and

(b)  Any fraud, whether or not material, that involves management or other employees who have a significant role in the
Registrant’s internal control over financial reporting.

Date: November 8, 2007 By: /s/ John B. Bartlett

John B. Bartlett, Chief Financial Officer
(Principal Financial Officer)
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Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.S.C Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of
Section 1350, Chapter 63 of Title 18, United States Code), I, Ronald D. Croatti, President and Chief Executive Officer of UniFirst
Corporation (the “Company”), do hereby certify, to the best of my knowledge, that:

(1) The Company’s Annual Report on Form 10-K for the year ended August 25, 2007 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2} The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: November 8, 2007 By: s/ Ronald D. Croatti

Ronald D. Croatti, President and
Chief Exccutive Officer
{Principal Executive Officer)




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECTION
906 OF THE SARBANES-OXLEY ACT OF 2002

Pursuant to 18 U.5.C Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 (subsections (a) and (b) of
Section 1350, Chapter 63 of Title 18, United States Code), I, John B. Bartlett, Chief Financial Officer of UniFirst Corporation (the
“Company”), do hereby certify, to the best of my knowledge, that:

(1) The Company’s Annual Report on Form 10-K for the year ended August 25, 2007 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company.

Date: November 8, 2007 By: /s/ John B. Bartlett

John B. Bartlett, Chief Financial Officer
{Principal Financial Officer)

- 64 -




UNIFIRST CORPORATION
68 Jonspin Road
Wilmington, Massachusetts 01887

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
To Be Held On Tuesday, January 8, 2008

The Annual Meeting of the Sharcholders of UniFirst Corporation (the “Company”) wili be held at the Conference Center of
Goodwin Procter LLP, located on the second floor at Exchange Place, Boston, Massachusetts 02109 on Tuesday, January 8, 2008 at
10:00 A.M. for the following purposes:

1. To elect three Class I Directors, each to serve for a term of three years until the 2011 Annual Meeting of Shareholders and
until their respective successors are duly elected and qualified;

2. To ratify the appointment of Emnst & Young LLP as the Company’s independent registered public accounting firm for the
fiscal year ending August 30, 2008; and

3. To consider and act upon any other matters which may properly come before the meeting or any adjournment or postponement
thereof.

The Board of Directors has fixed the close of business on November 16, 2007 as the record date for the Annual Meeting. All
shareholders of record on that date are entitled to receive notice of and to vote at the meeting.

By Order of the Board of Directors,

RAYMOND C. ZEMLIN, Secretary

Wilmington, Massachusetts
December 4, 2007

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU EXPECT TO BE PRESENT AT THE ANNUAL
MEETING, PLEASE COMPLETE AND SIGN THE ENCLOSED PROXY AND RETURN IT PROMPTLY IN THE
ENCLOSED ENVELOPE. NO POSTAGE 1S REQUIRED IF MAILED WITHIN THE UNITED STATES. YOUR PROXY
MAY BE REVOKED BY YOU AT ANY TIME PRIOR TO ITS USE. IF YOU ATTEND THE MEETING, YOU MAY
CONTINUE TO HAVE YOUR SHARES VOTED AS INSTRUCTED IN THE PROXY OR YOU MAY WITHDRAW YOUR
PROXY AT THE MEETING AND VOTE YOUR SHARES IN PERSON.

Important

Please note that due to security procedures, if you decide to attend the Annual Meeting, you will be required to show a form
of picture identification to gain access to the offices of Geodwin Procter LLP. Please contact the Company’s Investor Relations group
at (978) 658-8888 if you plan to attend the Annual Meeting.




UNIFIRST CORPORATION
68 Jonspin Road
Wilmington, Massachusetts 01887

PROXY STATEMENT FOR 2008 ANNUAL MEETING OF SHAREHOLDERS
to be held on January §, 2008
at 10:00 A.M. at the Conference Center of Goodwin Procter LLP,
located on the second floor at Exchange Place,
Boston, Massachusetts 02109

General Information

The enclosed proxy is being solicited on behalf of the Board of Directors of UniFirst Corporation (the “Company”,
“UmiFirst”, “we”, “our” or “us”) for use at the 2008 Annual Meeting of Shareholders to be held on Tuesday, January 8, 2008 (the
“Annual Meeting”) and at any adjournments or postponements thereof. This Proxy Statement, the enclosed proxy and the Company’s
2007 Annual Report to Shareholders are being first mailed to shareholders on or about December 4, 2007,

Any sharcholder signing and returning the enclosed proxy has the power to revoke it by (1) giving written notice of
revocation of such proxy to the Secretary of the Company at the address set forth above, (2) completing, signing and submitting a new
proxy card relating to the same shares and bearing a later date, or (3) attending the meeting and voting in person, although attendance
at the meeting will not, by itself, revoke a proxy. The shares represented by the enclosed proxy will be voted as specified therein if
said proxy is properly signed and received by the Company prior to the time of the Annual Meeting and is not properly revoked. The
expense of this proxy solicitation will be borne by the Company. In addition to the solicitation of proxies by mail, the Directors,
officers and employees of the Company may also solicit proxies personally or by telephone without special compensation for such
activities. The Company may also request persons, firms and corporations holding shares in their names or in the names of their
nominees, which are beneficially owned by others, to send proxy material to and obtain proxies from such beneficial owners. The
Company will reimburse such holders for their reasonable expenses in connection therewith.

The Board of Directors has fixed the close of business on November 16, 2007 as the “Record Date” for the determination of
the shareholders entitled to notice of, and to vote at, the Annual Meeting and any adjournments or postponements thereof. As of the
close of business on the Record Date, there were outstanding and entitled to vote 14,352,349 shares of common stock, par value $0.10
per share (“Common Stock™), and 4,937,449 shares of Class B common stock, par value $0.10 per share (“Class B Common Stock™).
Transferees after such date will not be entitled to vote at the Annual Meeting. Each share of Common Stock is entitled to one vote per
share. Each share of Class B Common Stock is entitled to ten votes per share. All actions submitted to a vote of shareholders at the
2008 Annual Meeting are voted on by helders of Common Stock and Class B Common Stock voting together as a single class.

As more fully described in this Proxy Statement, the purposes of the Annual Meeting are (1} to elect three Class II Directors,
each to serve for a term of three years until the 2011 Annual Meeting of Shareholders and until their respective successors are duly
elected and qualified; (2) to ratify the appointment of Emnst & Young LLP as the Company’s independent registered public accounting
firm for the fiscal year ending August 30, 2008; and (3) to consider and act upon any other matters which may properly come before
the Annual Meeting or any adjournment or postponement thereof. With respect to the election of three Class II Directors, a plurality
of the votes cast by holders of shares of Common Stock and Class B Common Stock, voting together as a single class and represented
in person or by proxy at the Annual Meeting and entitled to vote thereon, is necessary to clect Ronald D. Croeatti, Donald J. Evans and
Thomas S. Postek. With respect to the ratification of Emst & Young LLP as the Company’s independent registered public accounting
firm and each other matter expected to be voted upon at the Annual Meeting, the affirmative vote of a majority of the votes cast by
holders of shares of Common Stock and Class B Common Stock, voting together as a single class and represented in person or by
proxy at the Annual Meeting and entitled to vote thereon is necessary for approval.

Consistent with applicable law, the Company intends to count abstentions and broker non-votes only for the purpose of
determining the presence or absence of a quorum for the transaction of business. Any shares not voted (whether by abstention, broker
non-vote or otherwise) will have no impact on the election of Directors, except to the extent that the failure to vote for an individual
results in another individual receiving a larger percentage of votes, and no impact on the proposal for approval of each other matter
expected to be voted on at the Annual Meeting.




PROPOSAL 1
ELECTION OF DIRECTORS

The Board of Directors of the Company is currently composed of seven members, divided into three classes of two, two and
three directors, respectively. One class is elected each year at the annual meeting of shareholders. The Directors in each class serve
for a term of three years and until their successors are duly elected and qualified. As the term of one class expires, a successor class is
elected at each annual meeting of shareholders. Albert Cohen, a member of the Company’s Board of Directors since 1989, died on
November 25, 2006,

At the Annual Meeting, three Class 1 Directors will be elected to serve until the 2011 Annual Meeting of Shareholders and
until their successors are duly elected and qualified. The Board of Directors has nominated Ronald D. Croatti, Donald J. Evans and
Thomas S. Postek to be elected by holders of Common Stock and Class B Common Stock, voting together as a single class, to serve as
Class 11 Directors (collectively, the “Nominees™). Messrs. Croatti and Evans are up for re-election as Class I Directors at the Annual
Meeting, and Mr. Postek has been nominated by the Board of Directors upon the recommendation of the Nominating and Corporate
Governance Committee for election as a Class I Director at the Annual Meeting.

Unless otherwise instructed, the persons named in the proxy wili vote the shares to which the proxy relates “FOR” the
election of the Nominees to the Board of Directors. While the Company has no reason to believe that any of the Nominees will be
unable to serve as a Director, in the event any of the Nominees should become unavailable to serve at the time of the Annual Meeting,
it is the intention of the persons named in the enclosed proxy to vote such proxy for such other person or persons as the Board of
Directors may recommend.

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “FOR” THE ELECTION OF RONALD D.
CROATTI, DONALD J. EVANS AND THOMAS 8. POSTEK AS CLASS Il DIRECTORS.

Information Regarding Nominees and Directors

The following table sets forth certain information with respect to the three Nominees for election as Directors at the Annual
Meeting and those continuing Directors of the Company whose terms expire at the annual meetings of shareholders in 2009 and 2010,
based on information furnished to the Company by each Director.

Director
Class 1l Nominees for Election at 2008 Annual Meeting — Nominated to Serve a Term that Expires in 2011 Age Since
Ronald D. Croatti{1) 64 1982

Mr. Croatti joined the Company in 1965. He became Director of the Company in 1982,
Vice Chairman of the Board in 1986 and has served as Chief Executive Officer since
1991. He has also served as President since 1995 and Chairman of the Board since
2002. Mr. Croatti has overall responsibility for the management of the Company.
Donald J. Evans 81 1973
Mr. Evans has served as Director of the Company since 1973. He served as General
Counsel and First Deputy Commissioner, Massachusetts Department of Revenue, from 15996
to 2003, Prior to that time, Mr. Evans was a senior partner in the law firm of Goodwin
Procter LLP, the Company's general counsel. Mr. Evans is a Trustee of the
Massachusetts Eye and Ear Infirmary.
Thomas S. Postek 65 N/A
Mr. Postek is a new nominee to the Board of Directors. He is a certified public
accountant and chartered financial analyst currently affiliated with Geneva Investment
Management of Chicago, Illinois. Mr. Postek is a member of the Board of Directors
of Lawson Products, Inc., a publicly traded distributor of fasteners and other
industrial supplies. From 1986 to 2001, Mr. Postek was a partner and principal of William Blair
& Company, LLC. During his tenure at William Blair, Mr. Postek covered various business
services as an analyst, including industrial distribution. Mr. Postek also served on the staff of the Financial
Accounting Standards Board from 1980 to 1982,




Director

Class 1 Continuing Directors -- Term Expires in 2009 Age Since
Anthony F. DiFillippo(1} 80 2002

Mr. DiFillippo was the President of UniFirst until he retired in 1995 and, since 1995, he
has served as a consultant to UniFirst. He became a Director in 2002,

Robert F. Collings (2) 69 2005
Mr. Collings has served as Director of the Company since July 2005. He was a founder
and President of Data Terminal Systems, Inc., a provider of electronic cash register/retail
business control systems, from 1970 to 1981 and the founder and President of Resource Dynamics,
Inc., a company that offered a facilities planning and management system, from 1981 until its
sale in 1984. He is currently the Principal of The Collings Foundation, which he founded in 1979,
a member of the President’s Council of Massachusetts General Hospital and on the Board
of Advisors of New Boston Real Estate.

Director
Class [11 Continuing Directors — Term Expires in 2010 Age Since
Cynthia Croatti(1 52 1995

Ms. Croatti joined the Company in 1980. She has served as Director since 1995, Treasurer
since 1982 and Executive Vice President since 2001. In addition, she has primary
responsibility for overseeing the human resources and purchasing functions of the Company.

Phillip L. Cohen (2} 76 2000
Mr. Cohen has served as Director of the Company since 2000. He is a certified public
accountant and was a partner with an intemational public accounting firtn from 1965 until
his retirement in 1994 and has been a financial consultant since that date. Heis a
Director emeritus and former Treasurer of the Greater Boston Convention and Visitors
Bureau and a Director of Kazmaier Associates, Inc. and S/R Industries, Inc.

Michael landoli 62 2007
Mr. Iandoli has served as Director of the Company since January 2007. He served for over 30
years as a senior executive and President of TAC Worldwide Companies, a contract labor firm
serving the automotive and high-tech industries. He is a Vice President of the Executive
Committee at the Larz Anderson Auto Museum.

n Ronald D. Croatti and Cynthia Croatti are siblings, and Anthony F. DiFillippo is Cynthia Croatti’s uncle. Anthony F. DiFillippo is the
father of David A. DiFillippo, an executive officer of the Company.

(2) The Company has designated Messrs. Collings and Cohen as the Directors to be clected by the holders of Commeon Stock voting
separately as a single class.

Meetings of the Board of Directors and Its Committees

Board of Directors. The Company’s Board of Directors is divided into three classes, and the members of cach class serve for
stagpered three-year terms. The Board is currently composed of two Class I Directors (Messrs. DiFillippo and Collings), two Class II
Directors (Messrs. Croatti and Evans) and three Class 11 Directors (Ms. Croatti, and Messrs. Cohen and M. [andoli). Two Class Il
Directors are up for re-election as Class II Directors at the Annual Meeting, and Mr. Postek has been nominated by the Board of
Directors upon the recommendation of the Nominating and Corporate Governance Committee for election as a Class [l Director at the
Annual Meeting. The terms of the continuing Class [ and I1I Directors will expire upon the election and qualification of Directors at
the Annual Meeting of Shareholders in 2009 and 2010, respectively. At each annual meeting of shareholders, Directors generally will
be re-elected or elected for & full term of three years to succeed those Directors whose terms are expiring. The Board of Directors held
six meetings during the Company’s 2007 fiscal year.




Audit Comminee. During the 2007 fiscal year, the Audit Committee consisted of Messrs. Cohen (Chairman), Collings and
Evans. The Audit Committee met on eleven occasions during fiscal 2007, The Audit Committee is responsible for assisting the Board
of Directors in its oversight of (1) the integrity of the Company’s financial statements and reperting process, (2) the qualifications,
independence and performance of the Company’s independent registered public accounting firm, (3) the performance of the
Company’s internal audit function, and (4) the Company’s compliance with legal and regulatory requirements. The Board of Directors
and the Audit Committee adopted a written Audit Committee Charter in 2000, which they revised in 2001, 2003, 2005 and 2007. The
amended and restated Audit Committee Charter is available on the Company’s website at www.unifirst.com and will be sent in paper
form to any shareholder who submits a request to the Company’s Corporate Secretary at the address listed on page 1. The Board of
Directors has determined that each of the members of the Audit Committee is “independent” under the rules of the New York Stock
Exchange and the SEC. The Board of Directors has determined that Phillip L. Cohen is an “audit committee financial expert” under
the Securities Exchange Act of 1934, as amended (the “Exchange Act”). The Board of Directors and the Audit Committee have
adopted a Statement of Corporate Policy and Code of Business Conduct, which is available on the Company’s website at
www.unifirst.com and will be sent in paper form to any shareholder who submits a request to the Company’s Secretary at the address
listed on page 1. The Company’s Audit Committee Complaint Procedure is also available on the Company’s website at
www,unifirst.com.

Compensation Committee. During the 2007 fiscal year, the Compensation Committee consisted of Messrs. Collings
(Chairman), Evans and landoli and met on three occasions. The Compensation Committee is responsible for reviewing and approving
the Company’s executive compensation program, recommending awards under the Company’s equity compensation plans and
establishing the compensation for the Company’s Chief Executive Officer. The Board of Directors and the Compensation Committee
have adopted a written Compensation Committee Charter, which was revised in 2007. A copy of the Compensation Committee
Charter is available on the Company’s website at www.unifirst.com and will be sent in paper form to any shareholder who submits a
request to the Company’s Secretary at the address listed on page 1.

Nominating and Corporate Governance Committee. During the 2007 fiscal year, the Nominating and Corporate Governance
Committee consisted of Messrs. Evans (Chairman), Cohen and Iandoli. The Nominating and Corporate Governance Committee met
three times in fiscal 2007. The Nominating and Corporate Governance Committee reviews and evaluates potential nominees for
election or appointment to the Board of Directors and recommends such nominees to the full Board of Directors. The Board of
Directors and the Nominating and Corporate Governance Committee have adopted a written Nominating and Corporate Governance
Committee Charter, which they revised in 2007. A copy of the Nominating and Corporate Governance Committee Charter is available
on the Company’s website at www.unifirst.com and will be sent in paper form to any shareholder who submits a request to the
Company’s Secretary at the address listed on page 1. The Board of Directors has determined that each of the members of the
Nominating and Corporate Governance Committee is “independent” under the rules of the New Y ork Stock Exchange and the SEC.
The Nominating and Corporate Governance Committee’s policy is to review and consider all Director candidates recommended by
any of the Company’s Directors or stockholders. Such review and consideration is to proceed in accordance with the Company’s By-
laws, Corporate Governance Guidelines and Policy Regarding New Director Nominations. See “Other Matters — Shareholder
Proposals” for a summary of these requirements, The Nominating and Corporate Governance Committee is also responsible for
developing and recommending to the Board of Directors a set of Corporate Governance Guidelines applicable to the Company and
periodically reviewing such guidelines and recommending any changes to those guidelines to the Board of Directors. The Corporate
Govemnance Guidelines are available on the Company’s website at www.unifirst.com and will be sent in paper form to any
shareholder who submits a request to the Company’s Carporate Secretary at the address listed on page 1. In addition, the Nominating
and Corporate Governance Committee maintains a Policy Regarding New Director Nominations, which is available on the Company’s
website at www unifirst.com. Since this policy was adopted, there have been no material changes to the procedures by which
shareholders may recommend nominees to the Board of Directors.

Each continuing Director attended at least 75% of all of the meetings of the Board of Directors and of the committees of
which the Director was a member held during the last fiscal year, Qur Annual Meeting of shareholders is generally held to coincide
with one of the Board’s regularly scheduled meetings. Directors are strongly encouraged to attend the Annual Meeting. Each of the
Directors attended the 2007 Annual Meeting of Shareholders.

Please note that information contained in our website is not incorporated by reference in, or considered to be a part of, this
proxy statement.



Independence of Board Members

The Board of Directors has determined that each of Messrs, Cohen, Collings, Evans and [andoli is an “independent director”
in accordance with the corporate governance rules of the New York Stock Exchange as a result of having no material relationship with
the Company other than (1) serving as a Director and a Board Committee member, (2) receiving related fees as disclosed in this
document and (3) having beneficial ownership of UniFirst securities as disclosed in the section of this document entitled “Security
Ownership of Management and Principal Shareholders.”

Meetings of Independent Directors

Independent Directors of the Company regularly meet in executive sessions outside the presence of management. The
presiding Director for these meetings is Mr. Evans. Any interested party or shareholder who wishes to make their concerns known to
the independent Directors may avail themselves of the same procedures provided below under the heading “Communication with the
Board of Directors™.

Communication with the Board of Directors

Any interested party or shareholder who wishes to communicate with any of the Company’s Directors or the Board of
Directors as a group, may do so by writing to the Board of Directors, or such individual Director(s) ¢/o Chief Financial Officer,
UniFirst Corporation, 68 Jonspin Road, Wilmington, MA 01887. The Company recommends that all correspondence be sent via
certified U.S. mail, return receipt requested. All correspondence received by the Chief Financial Officer will be forwarded by him
promptly to the appropriate addressee(s).

Security Ownership of Management and Principal Shareholders

The following table sets forth as of November 16, 2007 certain information concerning shares of Common Stock and Class B
Common Stock beneficially owned by (i) each Director and Nominee, (i) each of the executive officers of the Company named in the
Summary Compensation Table, and (iii) all executive officers and Directors as a group, in each case based solely on information
furnished by such individuals. Except as otherwise specified, the named beneficial owner has sole voting and investment power. The
information in the table reflects shares outstanding of the Company’s Common Stock and Class B Common Stock on November 16,
2007.

Amount and Percentage of Percentage of

Nature of Beneficial All Outstanding Voting
Name of Beneficial Owner Ownership Shares(1) Power(1)
Ronald D. Croatti(2)(3) 851,928 4.4% 13.2%
Cynthia Croatti(3)(4) 4,800 * *
Bruce P. Boynton(3)(5) 1,375 * *
John B. Bartlett(3) 1,400 * *
Donald 1. Evans(3)(5) 5,400 * *
Phillip L. Cohen(3)(5) 4,000 * *
Anthony F. DiFillippo(3)(5)(6) 51,500 * *
Robert F. Collings(3)(5) 2,500 * *
Michael landoli(3)(5) 1,500 * *
David A. DiFillippo(3)(7) 6,357 * *
Thomas S. Postek(8) 15,000 * *
All Directors and executive officers as a group(3){(10 persons) 930,760 4.8% 13.4%

* Less than 1%.

(i)  The percentages have been determined in accordance with Rule 13d-3 under the Exchange Act. As of November 16, 2007, a total of
19,289,798 shares of common stock were outstanding, of which 14,352,349 were shares of Common Stock entitled to one vote per
share and 4,937,449 were shares of Class B Common Stock entitled to ten votes per share. Each share of Class B Common Stock is
convertible into one share of Commeon Stock.
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Ronald D. Croatti owns 843,528 shares of Class B Common Stock, representing 17.1% of such class, 2,100 shares of Common Stock,
plus the options to purchase Common Stock listed in footnote 3. The information presented does not include any shares owned by Mr.
Croatti's children, as to which shares Mr. Croatti disclaims any beneficial interest. Mr. Croatti is a stockholder and director of each of
the general partners of The Queue Limited Partnership and The Red Cat Limited Partnership, which respectively own 2,152,152 and
1,021,748 shares of Class B Common Stock. Mr, Croatti is a trustee and beneficiary of The Marie Croatti QTIP Trust, which owns
36,107 shares of Class B Common Stock. Mr. Croatti is the manager of MMC Trust LLC, which owns 950 shares of Commen Stock.
The information presented for Mr. Croatti does not include any shares owned by The Queue Limited Partnership, The Red Cat Limited
Partnership, The Marie Croatti QTIP Trust or MMC Trust LLC. In addition, the information presented does not include any shares
owned by certain trusts of which Mr, Croatti is a trustee and which, in the aggregate, beneficially own 132,792 shares of Class B
Common Stock.

Includes the right to acquire, pursuant to the exercise of stock options, within 60 days after November 16, 2007, the following number
of shares of Common Stock: Ronald D. Croatti, 6,300 shares; Cynthia Croatti, 3,800 shares; John B. Bartlett, 1,400 shares; Bruce P.
Boynton, 1,375 shares; and David A. DiFillippo, 3,000 shares. The non-employee Directors have presently exercisable options to
purchase the following number of shares of Common Stock: 4,000 shares each in the case of Messrs. Cohen and Evans; 2,500 shares in
the case of Mr. Collings; and 1,500 shares each in the case of Messrs. A. DiFillippo and landoli.

Ms. Croatti owns 1,000 shares of Common Stock plus the options to purchase Common Stock listed in footnote 3. The information
presented does not include any shares owned by Ms. Croatti’s children, as to which shares Ms. Croatti disclaims any beneficial interest.
Ms. Croatti is a stockholder and director of each of the general partners of The Queue Limited Parinership and the Red Cat Limited
Partnership, which respectively own 2,152,152 and 1,021,748 shares of Class B Common Stock. Ms. Croatti is a trustee and
beneficiary of The Marie Croatti QTIP Trust which owns 36,107 shares of Class B Commeon Stock. The informatien presented for Ms.
Croatti does not include any shares owned by The Queue Limited Partnership, The Red Cat Limited Partnership or The Marie Croatti
QTIP Trust. In addition, the information presented for Ms. Croatti does not include any shares beneficially owned by certain other
trusts for which Ms. Croatti is a trustee and certain entities for which Ms. Croatti serves as manager and which, in the aggregate,
beneficially own 8(},534 shares of Common Stock and 67,069 shares of Class B Common Stock.

Mr. Evans owns 1,400 shares of Common Stock and the opticns to purchase Common Stock listed in footnote 3. Mr. A. DiFillippo
owns 42,750 shares of Common Stock, beneficially owns shares of Common Stock listed in footnote 6, plus the options to purchase
Common Stock listed it footnote 3. Messrs. Boynton, Cohen, Collings and landoli have the options to purchase Common Stock listed
in footnote 3.

Includes 7,250 shares beneficially owned by Mr. A. DiFillippo’s spouse, plus the options to purchase Common Stock listed in footnote
3.

Mr. D. DiFillippo owns 3,357 shares of Common Stock and the options to purchase Common Stock listed in footnote 3. In addition,
the information presented for Mr. DiFillippo does not include 4,125 shares of Common Stock beneficially owned by his children’s
trusts, of which he is a trustee.

Mr. Postek is a new nominee to the Board of Directors who beneficially owns 15,000 shares of Common Stock.

To the best knowledge of the Company, the following are the only beneficial owners of more than 5% of the outstanding

shares of Common Stock or Class B Common Stock of the Company as of November 16, 2007. All information presented is based
solely on information provided by each beneficial owner.

(m

Amount and Percentage of Percentage of
Nature of Beneficial All Qutstanding Voting
Name of Beneficial Owner Ownership Shares(1) Power(1)
The Queue Limited Partnership(2) 2,152,152 1.2 % 33.8%
The Red Cat Limited Partnership(3) 1,021,748 53 16.0
Ambhold and S. Bleichroeder Advisers, LLC(4) 2,314,326 12.0 3.6
Tweedy, Browne Company, LLC(5) 1,355,190 7.0 2.1
Dimensiconal Fund Advisors, Inc.(6) 1,149,683 6.0 1.8
Wellington Management Company, LLP(7) 1,085,325 5.6 1.7
Bank of America Corporation(8) 979,789 5.1 1.5
Ronald D. Croatti(9) 851,928 4.4 13.2
Barclays Global Investors UK Holdings LTD.(10) 823,726 43 1.3
Cecelia Levenstein(11) 612,157 3.2 7.2

The percentages have been determined in accordance with Rule 13d-3 under the Exchange Act. As of November 16, 2007, a total of
19,289,798 shares of commen stock were outstanding, of which 14,352,349 were shares of Common Stock entitled to one vote per
share and 4,937,449 were shares of Class B Common Stock entitled to ten votes per share. Each share of Class B Common Stock is
convertible into one share of Common Stock.
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The Queue Limited Partnership (“QLP”) owns 2,152,152 shares of Class B Common Stock, representing 43.6% of such class. The
general partner of QLP is Queue Management Associates, Inc. (“QMA™), which has sole voting and dispositive power over the shares
owned by QLP, Ronald D. Croatti, Cynthia Croatti and Cecelia Levenstein are the sole stockholders and directors of QMA. All
decisions by the directors of QMA must be made unanimously. The address of QLP is ¢/o UniFirst Corporation, 68 Jonspin Road,
Wilmington, MA 01887.

The Red Cat Limited Partnership (“RCLP™) owns 1,021,748 shares of Class B Commeon Stock, representing 20.7% of such class. The
general partmer of RCLP is Red Cat Management Associates, Inc. (RCMA”), which has sole voting and dispositive power over the
shares owned by RCLP. Ronald D. Croatti and Cynthia Croatti are the sole stockholders and directors of RCMA. The address of
RCLP is ¢/o UniFirst Corporation, 68 Jonspin Road, Wilmington, MA 01887,

Ambhold and S. Bleichroeder Advisers, LLC beneficially owns shares of Comimon Stack only, representing 16.1% of such class. The
address of Amhold and §. Bleichroeder Advisers, LLC is 1345 Avenue of the Americas, New York, NY 10105. The Company has
relied solely upon information contained in the Form 13F filed with the Securities and Exchange Commission by Amhold and S.
Bleichroeder Advisers, LLC on November 13, 2007.

Tweedy, Browne Company, LLC beneficially owns shares of Common Stock only, representing 9.4% of such class. The address of
Tweedy, Browne Company, LLC is 350 Park Avenue, 9 Floor, New York, NY 10022. The Company has relied solely upon
information contained in the Form 13F filed with the Securities and Exchange Commission by Tweedy, Browne Company, LLC on
November 7, 2007.

Dimensional Fund Advisors, Inc. beneficially owns shares of Common $tock only, representing 8.0% of such class. The address of
Dimensional Fund Advisors Inc. is 1299 Ocean Avenue, Santa Monica, CA 90401. The Company has relied solely upon the
information contained in the Form 13F filed with the Securities and Exchange Commission by Dimensional Fund Advisors Inc. on
October 25, 2007.

Wellington Management Company, LLP beneficially owns shares of Common Stock only, representing 7.6% of such class. The address
of Wellington Management Company, LLP is 75 State Street, Boston, MA 02109. The Company has relied solely upon the information
contained in the Form 13F filed with the Securities and Exchange Commission by Wellington Management Company, LLP on
November 14, 2007.

Bank of America Corporation owns shares of Common Stock only, representing 6.8% of such class. The address of Bank of America
Corporation is 100 North Tryon Street, Floor 25, Bank of America Corporate Center, Charlotte, NC 28255, The Company has relied
solely upon the information contained in the Form 13F filed with the Securities and Exchange Commission by Bank of America
Corporation on November 13, 2007.

Ronald D. Croatti owns 843,528 shares of Class B Common Stock, representing 17.1% of such class, plus the options to purchase
Common Stock listed in footnote 3 to the preceding table. The information presented does not include any shares owned by Mr.
Croatti’s children, as to which shares Mr. Croatti disclaims any beneficial interest. Mr. Croatti is a stockholder and director of each of
the general partners of The Queue Limited Partnership and The Red Cat Limited Partnership, which respectively own 2,152,152 and
1,021,748 shares of Class B Common Stock. Mr. Croatti is a trustee and beneficiary of the Marie Croatti QTIP Trust, which owns
36,107 shares of Class B Common Stock. Mr. Croatti is the manager of MMC Trust LLC, which owns 950 shares of Common Stock.
The information presented for Mr. Croatti does not include any shares owned by The Queue Limited Partnership, The Red Cat Limited
Partnership, The Marie Croatti QTIP Trust or MMC Trust LLC. In addition, the information presented does not include any shares
owned by certain trusts of which Mr. Croatti is a trustee and which, in the aggregate, beneficially own 132,792 sharcs of Class B
Common Stock.The address of Ronald D. Croatti is ¢/o UniFirst Corporation, 68 Jonspin Road, Wilmington, MA 01887.

Barclays Global Investors UK Holdings LTD. beneficially owns shares of Common Stock only, representing 5.7% of such class. The
address of Barclays Global Investors is 1 Churchill Place, London XO E14 5HP. The Company has relied solely upon the information
contained in the Form 13F filed with the Securities and Exchange Commission by Barclays Global Investors on November 13, 2007.

Cecelia Levenstein is the daughter of Marie Croatti. Ms. Levenstein owns 444,349 shares of Class B Common Stock, representing
9.0% of such class, and 167,808 shares of Common Stock. Ms. Levenstein is a stockholder and director of the general partner of The
Queue Limited Partnership, which owns 2,152,152 shares of Class B Common Stock. The information presented for Ms. Levenstein
does not include any shares owned by The Queue Limited Partnership. In addition, the information presented for Ms. Levenstein does
not include any shares beneficially owned by certain other trusts for which Ms. Levenstein is a trustee and, which, in the aggregate,
beneficially own 38,138 shares of Class B Common Stock. The address of Ms. Levenstein is ¢/o UniFirst Corporation, 68 Jonspin
Road, Wilmington, MA 01887,




EXECUTIVE COMPENSATION
Compensation Discussion and Analysis

The Compensation Committee of our Board of Directors, in collaboration with management, develops and implements our
compensation policies. The Compensation Committee also reviews and establishes the compensation paid to our executive officers.
We believe we provide an appropriate and competitive total compensation package to our executive officers through a combination of
base salary, annual cash incentive bonuses, long-term equity incentive compensation and broad-based benefits programs. We place
significant emphasis on pay for performance-based incentive compensation, which is designed to reward our executive officers based
on the achievement of predetermined corporate goals.

This Compensation Discussion and Analysis describes our compensation objectives, policies and practices with respect to our
Chief Executive Officer, Chief Financial Officer and other three most highly-compensated executive officers as determined in
accordance with applicable SEC rules (collectively, our “named executive officers”).

Objectives of Our Executive Compensation Programs

Our compensation programs for our named executive officers are designed to achieve the following objectives:

attract and retain talented and experienced executives in the highly competitive uniform rental and sales industry;

o motivate and reward executives whose knowledge, skills and performance are critical to our success and the furtherance
of our long term strategic plan;

»  align the interests of our executives and stockholders by motivating executives to increase stockholder value and by
rewarding executives when stockholder value increases;

« provide a competitive compensation package which is weighted heavily towards pay for performance, and in which a
significant portion of total compensation is determined by corporate and individual performance and the creation of
stockholder value;
s ensure faimess among our executive officers by recognizing the contributions each executive makes to our success; and
» foster a shared commitment among executives by coordinating their corporate and individual goals.
Our Executive Compensation Programs and Plans

We designed our executive compensation programs and plans to achieve the objectives described above. Our executive
compensation primarily consists of base salary, annual cash incentive bonuses, long-term equity incentive compensation and broad-
based benefits programs. Consistent with the significant emphasis we place on performance-based incentive compensation, we have

linked our annual cash incentive bonuses to the achievement of predetermined corporate performance goals.

Within the context of the overall objectives of our compensation programs, we determined the specific amounts of
compensation to be paid to each of our named executive officers in fiscal 2007 based on a number of factors:

+  the performance of our named executive officers in prior years;
+ the roles and responsibilities of our named executive officers;
» the individual experience and skills of, and expected contributions from, our named exccutive officers;

« for each named executive officer, other than our Chief Executive Officer, the evaluations and recommendations of our
Chief Executive Officer; and

» the amounts of compensation being paid to our other named executive officers.




Each of the primary elements of our executive compensation is discussed in detail below, including a description of how each
element fits into the overall compensation of our named executive officers. We also discuss below the amounts of compensation paid
to our named executive officers for calendar 2007 under each of these elements. In the descriptions below, we highlight particular
compensation objectives that we have designed specific elements of our executive compensation program to address. However, it
should be noted that we have designed our compensation programs to complement each other and collectively serve all of our
executive compensation objectives described above. Accordingly, whether or not specifically mentioned below, we believe that each
element of our executive compensation program serves cach of our objectives to a greater or lesser extent.

Base Salary

We pay our named executive officers a base salary, which we review and determine annually. We believe that a competitive
minimum level of compensation is a necessary element of any compensation program that is designed to attract and retain talented and
experienced executive officers who will further our long term strategic plan and increase stockholder value. We also believe that
attractive base salaries can motivate and reward executive officers for their overall performance.

The base salaries set forth in “Summary Compensation Table” below reflect the base talaries eamed by our named executive
officers in fiscal 2007. We determine the base salaries of our named executive officers on a ca’endar year basis. In calendar 2007, we
increased the base salaries of our named executive officers as follows: Ronald D. Croatti’s base salary increased from $442,000 to
$468,500 per year, John B. Bartlett’s base salary increased from $304,004 to $322,250 per year, Cynthia Croatti’s base salary
increased from $295,006 to $311,250 per year, Bruce P. Boynton’s base salary increased from $237,001 to $248,850 per year and
David A. DiFillippo’s base salary increased from $227,002 to $240,650 per year. Mr. Croatti’« base salary was increased by our
Compensation Committee as a result of his substantial contributions to our success in fiscal 2006, his strong leadership skills and
strategic vision. The base salaries of our other named executive officers reflected 5.0% to 6.0% increases as determined by our
Compensation Committee after reviewing Mr. Croatti’s recommendations with respect to the base salaries to be paid to each named
executive officer.

The base salaries paid to our named executive officers reflect the general performance of our named executive officers during
prior years, their roles and responsibilities, and their experience, skills and contributions.

Annual Cash Incentive Bonuses

Consistent with our emphasis on performance incentive compensation programs, our named executive officers are eligible to
receive annual cash incentive bonuses primarily based on their performance as measured against predetermined corporate financial
goals that we establish. The primary objective of our annual cash incentive bonuses is to meotivate our named executive officers and to
reward them for meeting our short-term objectives using a performance-based compensation p:rogram with objectively determinable
goals. Qur annual cash incentive bonuses also align the interests of our named executive officers and our stockholdets by providing
our executives with incentives to increase stockholder value and a reward for doing so.

Under our bonus plan, our named executive officers have the potential to earn annual cash incentive bonuses at a level that
represents a meaningful portion of our named executive officers’ cash compensation. Qur bonus plan provides for potential annual
cash incentive bonuses that range from no annual bonus to an annual bonus of up to 28% of th: named executive officer’s base salary
for the fiscal year. Potential bonus payments under our bonus plan are linked to objective criteria set forth in our bonus plan. Our
named executive officers can carn annual cash incentive bonuses based on predetermined goals based on corporate revenues, earnings
per share and customer retention.

At the beginning of each fiscal year, we set a fiscal year target for corporate revenues for purposes of our bonus plan. Atthe
end of each fiscal year, we compare actual revenues for the fiscal year to target revenues and actual revenues for the fiscal year to
revenues for the prior fiscal year. Based on our actual revenues for the fiscal year, each named executive officer can earn a bonus of
up to 8% of his or her base salary.

At the beginning of each fiscal year, we set a fiscal year target amount of corporate earnings per share for purposes of our
bonus plan. At the end of each fiscal year, we compare actual earnings per share for the fiscal year to target earnings per share and
actual carnings per share for the fiscal year to prior fiscal year earnings per share. Based on our actual earnings per share for the fiscal
year, each named executive officer can earn a bonus of up to 16% of his or her base salary.

Our bonus plan also provides for annual cash incentive bonuses of up to 4% of base salary for our named executive officers
based on customer retention.

No annual cash incentive bonuses are paid to our named executive officers unless at least one of the revenue targets and one
of the earnings per share targets are achieved.
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In establishing our bonus levels, we consider the incentives that we want to provide to our executives as well as the bonus
levels for comparable positions at similarly situated companies and our historical practices. Overall, the minimum revenue, carnings
per share and customer retention targets under our bonus plan were set at levels that we believed to be achievable with strong
performance by our executives. Although we cannot always predict the different events that will impact our business during an
upcoming year, we set our minimum performance goals for the target amount of annual incentive cash bonuses at levels that we
believe will be achieved by our named executive officers a majority of the time. We set the performance goals for the maximum
bonus payments under our bonus plan at a level that we believe will be achieved only as a result of exceptional financial performance.
The maximum bonus payments under our bonus plan are intended to provide for correspondingly greater incentives in the event that
performance is within a specified range above the target level and are correspondingly more difficult to achieve.

In fiscal 2007, our named executive officers received the following annual cash incentive bonuses:

% of Base
Name Bonus(5) Salary
Ronald D. Croatti $123,743 27%
Cynthia Croatti $82,351 27%
John B. Bartlett $85,113 27%
Bruce P. Boynton $65,959 27%
David A. DiFillippo $63,558 27%

Dennis G, Assad - -

Mr. Assad did not receive an annual cash incentive bonus because bonuses were determined after his separation from
employment from the Company.

The annual cash incentive bonuses paid to our named executive officers reflect the general performance of our named
executive officers during fiscal 2007, their roles and responsibilities, and their experience, skills and contributions.

Long-Term Equity Incentive Compensation

We grant long-term equity incentive awards in the form of non-qualified stock options to our named executive officers as
part of our total compensation package. We use long-term equity incentive awards as part of our emphasis on performance-based
incentive compensation. Our long-term equity incentive awards align the interests of our named executive officers and our
stockholders by providing our executives with incentives to increase stockholder value and a reward for doing so.

We generally grant stock options once per year to our named executive officers. Stock options provide our executive officers
with the right to purchase shares of our Common Stock at a fixed exercise price based on the fair market value of shares of our
Common Stock on the date of grant. Stock options granted to our named executive officers beginning in fiscal 2003 and thereafter are
subject to a five-year cliff-vesting schedule under which options become vested and exercisable after five years from the date of grant
and expire ten years after the grant date. All stock options are awarded pursuant to our UniFirst Corporation 1996 Stock Incentive
Plan.

Upon a holder’s exercise of a non-qualified stock option, we are generally entitled to a tax deduction in the year in which the
stock option is exercised equal to the spread between the exercise price and the fair market value of the stock for which the stock
option is exercised. A holder of a non-qualified stock option is generally taxed on this same amount in the year of exercise.

When determining the stock options to be granted to our named executive officers in fiscal 2007, we considered the expected
future value of potential stock option grants. In fiscal 2007, we granted the following non-qualified stock options to our named
executive officers:

Number of Exercise or

Securities Base Price of

Underlying Option Awards
Name Options {$/Sh)
Ronald D. Croatti 2,100 $36.05
Cynthia Croatti 1,600 $36.05
John B. Bartlett 1,600 $36.05
Bruce P. Boynton 1,400 $36.05
David A. DiFillippo 1,400 $36.05

Dennis (. Assad 1,400 $36.05
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The number of stock options granted by our Compensation Committee to Mr. Croatti was based on his substantial
contributions to our success in prior years, his strong leadership skills and strategic vision. The number of stock options granted to our
other named executive officers was determined by our Compensation Committee after reviewing Mr. Croatti’s recommendations with
respect to stock option grants to each named executive officer. The stock options granted to Mr. Assad were granted in November
2006 prior to Mr. Assad’s separation from employment from the Company, and as a result of his separation from employment, all of
these options were forfeited by Mr, Assad.

The stock options granted to cur named executive officers reflect the general performance of our named executive officers
during prior years, their roles and responsibilities, and their experience, skills and contributions,

Broad-Based Benefits Programs and Perquisites

All full-time employees, including our named executive officers, may participate in our health and welfare benefit programs,
including medical, dental and vision care coverage, disability insurance, life insurance and UniFirst Corporation Profit Sharing Plan.
In additicn, certain of our full-time employees, including our named executive officers, may participate in the UniFirst Corporation
Unfunded Supplemental Executive Retirement Plan. In fiscal 2007, our named executive officers also received certain perquisites and
personal benefits set forth in the “Summary Compensation Table” below. We provide these benefits to retain and attract talented
executives with the skills and experience to further our long term strategic plan.

Our Executive Compensation Process

The Compensation Committee of our Board of Directors is primarily responsible for establishing the compensation paid to
our named executive officers. The Board of Directors has determined that each member of the compensation committee is
“independent” as that term is defined under the applicable rules of the New York Stock Exchange. In determining executive
compensation, our Compensation Committee annually reviews the performance of our named executive officers with our Chief
Executive Officer, and our Chief Executive Officer makes recommendations to our Compensation Committee with respect to the
appropriate base salary, annual cash incentive bonus payments and grants of long-term equity ircentive awards for each of our named
executive officers. Our Compensation Committee annually reviews the performance of our Chief Executive Officer and establishes
the appropriate base salary, annual cash incentive bonus payments and grants of long-term equity incentive awards to be paid to him.

COMPENSATION COMMITTEE REPORT

The Compensation Committee has reviewed and discussed the Compensation Discussion and Analysis contained in this
Proxy Statement with management. Based on such review and discusstons, the Cotnpensation Committee recommended to the Board
of Directors that the Compensation Discussion and Analysis be included in this Proxy Statement and the Company’s Annual Report
on Form 10-K for the fiscal year ended August 25, 2007 for filing with the SEC.

Compensation Committee

Robert F. Collings (Chairman)
Donald J. Evans
Michael Iandoli
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Summary Compensation Table

The following table sets forth summary information concerning the annual compensation for the year ended August 25, 2007

awarded to, eamed by or paid to our Chief Executive Officer, Chief Financial Officer, our other three most highly-compensated
executive officers and one additional executive officer who would have been considered one of our other three most highly-
compensated executive officers but for the fact that such executive officer was not serving as an executive officer on August 25, 2007
(collectively, for purposes of the tables set forth in this Proxy Statement, our “named executive officers”):

Change in
Pension Value
and
Nonqualified
Deferred
Option Compensation All Other
Salary Bonus Awards Earnings Compensation Total
Name and Principal Position Year (3] (3] {$X1) ($32) ($X3) 8
Ronald D. Croatti 2007 $459.326 $123,743 $48,631 $180,444 $23,077 $835,221
Chairman of the Board,
President and Chief
Executive Officer
Cynthia Croatti 2007 $305,627 $82,351 $18,247 $41,669 $23,336 $471,230
Executive Vice President and
Treasurer
John B. Bartlett 2007 $315,934 $85,113 $31,982 $107,262 $23,388 $563,679
Senior Vice President and
Chief Financial Officer
Bruce P. Boynton 2007 $244,748 $65,959 $15,170 $60,134 $23,222 $409,233
Senior Vice President,
Operations
David A. DiFillippo 2007 $235,926 $63,558 $15,170 $36,668 $23,268 $374,590
Senior Vice President,
Operations
Dennis G. Assad 2007 $101,345 - - $129,303 $168,838 $399,486

Former Senior Vice
President, Sales and
Marketing (4)

0]

)

3

(4)

Shown is the expense that we recognized as stock-based compensation expense in fiscal 2007 for financial accounting purposes
{excluding the effect of any estimate of future forfeitures) determined in accordance with FAS No. 123(r) related to stock options that
were granted to our named executive officers. Additional information concerning our financial reporting of stock optiens is presented
in Notes 1 and 11 to our Consolidated Financial Statements set forth in our Annual Report on Ferm 10-K for the year ended August 25,
2007. See the Outstanding Equity Awards at Fiscal Year-End — 2007 table below for additional details of the stock options that have
been granted to our named executive officers in fiscal 2007,

Amounts reported in this column represent the present value of the accumulated benefit obligation as of August 25, 2007 minus the
present value of the accumulated benefit obligation as of August 26, 2006 under the UniFirst Corporation Unfunded Supplemental
Executive Retirement Plan (our “SERP”). Qur obligation has been estimated assuming benefits commence at normal social security
retirement age and using FAS No. 87 assumptions for mortality, assumed payment form and discount rates in effect at the measurement
dates. Since the Company does not credit interest at above-market rates, no interest amounts are included in these totals. See the
“Pension Benefits Table — Fiscal 2007 below for additional details about the accumulated benefits of each named executive officer
under our SERP.

The amounts reported in the “All Other Compensation” column are shown in the table below.

Mr. Assad, formerly our Senior Vice President of Sales and Marketing, separated from employment with us effective January 1, 2007.
On January 5, 2007, we entered into an agreement with Mr. Assad concerning the terms of his separation from employment., The
agreement provides for the waiver of the provision in our SERP regarding forfeiture of payments due to separation from service prior to
normal retirement age. As a result, Mr. Assad is entitled to receive payments in accordance with the terms of our SERP and our
agreement with Mr. Assad concerning the terms of his separation from employment.
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Car 401(k) Profit Sharing Total All Other

Name Year Severance Allowance($) Contribution($) Plan(§) Compensation($)
Ronald D. Croatti 2007 - $7.060 $9,000 $7,017 $23,077
Cynthia Croatti 2007 -~ $7.060 $9,259 $7,017 $23,336

John B. Bartlett 2007 - $7.060 $9.311 7,017 $23,388

Bruce P. Boynton 2007 - $7.060 $9,145 $7,017 $23,222

David DiFillippo 2007 - $7.060 $9,191 37,017 $23,268

Dennis G. Assad 2007 $155,419(5) $2.,660 $3,742 $7,017 $168,838

{3 Mr. Assad’s agreement with us concerning his separation from employment requires us to pay Mr. Assad severance in the aggregate

amount of $699,387.00 pursuant to a payment schedule commencing in July 2007 and ending, in December 2009. The amount set forth
in the table reflects the actal severance payments to Mr. Assad in fiscal 2007,

Grants of Plan-Based Awards — Fiscal 2007

The following table contains information related to non-qualified options to purchase sihares of cur Common Stock granted to

our named executive officers under our stock option plan during fiscal 2007:

o))

2

3

)

All other
Option
Awards:
Number of Exercis: or
Securities Base Price  Grant Date Fair
Underlying of Option Value of Stock
Options Awards and Option
Name Grant Date #H() ($/Sh)i2) Awards(3)
Ronald D. Croatti 10/31/2006 2,160 $36.05 $34,293

Chairman of the Board, President and Chief
Executive Officer

Cynthia Croatti 10/31/2006 1,600 $36.05 $26,128
Executive Vice President and Treasurer

John B. Bartlett 10/31/2006 1,600 $36.C5 $26,128
Senior Vice President and Chief Financial
Officer

Bruce P. Boynton 10/31/2006 1,400 $36.05 $22,862
Senior Vice President, Operations

David A. DiFiilippo 10/31/2006 1,400 $36.C5 $22,862
Senior Vice President, Operations

Dennis G. Assad 10/31/2006 1,400(4) $36.C5 $22,862
Former Senior Vice President, Sales and
Marketing

Amounts represent the number of non-qualified options granted to our named executive officers during fiscal 2007. These options are
subject to a five-year cliff vesting schedule under which the options become vested and exercisable five years from the date of grant.
Each of these grants expires ten years from the date of grant.

Amounts represent the fair market value of our Common Stock on the date of the grant. Fair market value is determined using the
closing price of our Common Stock on the New York Stock Exchange on the day of the gran:.

Amounnts represent the grant date fair value of each stock option award during fiscal 2007. These amounts were calculated in
accordance with FAS No. 123(r). By contrast, the amounts shown for stock option awards in the “Summary Compensation Table™ are
the amounts we recognized for financial reporting purposes in fiscal 2007 for awards granted in fiscal 2007 and prior fiscal years. None
of the options were repriced or otherwise modified.

The stock options granted to Mr. Assad in fiscal 2007 were forfeited by Mr. Assad in accordance with the terms of our agreement with
him concerning his separation from employment.
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Outstanding Equity Awards at Fiscal Year-End — 2007

The following table sets forth information concerning the number of unexercised options to purchase shares of our Common
Stock held as of August 25, 2007 by our named executive officers:

Number of Number of

Securities Securities

Underlying Underlying

Unexercised Unexercised Option
Options Options Exercise Option
# # Price Expiration
Name Exercisable Unexercisable % Date

Ronald D. Croatti 2,100 - $10.0625  11/3/2008
Chairman of the Board, President and Chief 2,100 _ $17.55 10/31/2009
Executive Cfiicer - 2,100(1) $19.93 1/14/2013
- 2,100(2) $2435 11/4/2013
- 2,100(3) $27.98 10/25/2014
- 2,100(4) $34.83 10/27/2015
- 2,100¢(5) $36.05 10/31/2016
Cynthia Croatti 1,000 - $10.0625  11/3/2008
Executive Vice President and Treasurer 1,400 - $17.55 10/31/2009
- 1,400(1) $19.93 1/14/2013
- 1,400(2) $24.35 11/4/2013
- 1,400(3) £27.98 10/25/2014
- 1,600(4) $34.83 10/27/2015
- 1,600(5) $36.05 10/31/2016
John B. Bartlett - 1,400(1) $19.93 1/14/2013
Senior Vice President and Chief Financial - 1,400(2) $24.35 11/4/2013
Officer - 1,400(3) $27.98 10/25/2014
_ 1,600(4) $34.83 10/27/2015
_ 1,600(5) $36.05 10/31/2016
Bruce P. Bovnton 275 - $17.55 10/31/2009
Senior Vice President, Operations - 1,100(1) 519.93 1/14/2013
- 1L,100(2) 52435 11/4/2013
- 1,100(3) $27.98 10/25/2(14
— 1,400(4} $34.83 10/27/2015
- 1,400(5) $36.05 10/31/2016
David A. DiFillippo 800 - $10.0625 11/3/2008
Senior Vice President, Qperations 1,100 - $17.55 10/31/2009
- 1,100(1) $19.93 1/14/2013
_ 1,100(2) $24.35 11/4/2013
- 1,100(3) $27.98 10/25/2014
- 1,400(4) $34.83 10/27/2015
_ 1,400(5) $36.05 10/31/2016

Dennis G. Assad - _ _ _
Former Senior Vice President, Sales and
Marketing

(1)  These options are subject to a five-year ¢liff vesting schedule and become vested and exercisable on January 14, 2008.
(2)  These options are subject to a five-year cliff vesting schedule and become vested and exercisable on November 4, 2008.
(3)  These options are subject to a five-year cliff vesting schedule and become vested and exercisable on October 25, 2009.
4 These options are subject to a five-year cliff vesting schedule and become vested and exercisable on October 27, 2010.

(5)  These options are subject to a five-year cliff vesting schedule and become vested and exercisable on October 31, 2011.
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Option Exercises and Stock Vested Fable — Fiscal 2007

The following table sets forth the number of shares of Common Stock acquired and the aggregate dollar value realized as a

result of stock option exercises during fiscal 2007 by our named executive officers:

ey

(2)

3

(4)

©)

Option Awards

Number of Shares

Acquired on Exercise Value Realized on
Name (# Exercise (3)(1)
Ronald D. Croatti 2,100 $48,815(2)

Chairman of the Board, President and
Chief Executive Officer

Cynthia Croatti 1,000 $23,245(3)
Executive Vice President and Treasurer

John B. Bartlett - —
Senior Vice President and Chief Financial
Officer

Bruce P. Boynton - -
Senior Vice President, Operations

David A. DiFillippo 800 $23,340(4)
Senior Vice President, Operations

Dennis G. Assad 3,300 $37,332(5)
Former Senior Vice President, Sales and

Marketing

The value realized on exercise is the market value of our Common Stock at the time of exercise of the stock option less the exercise
price paid, multiplied by the number of shares underlying the stock option exercised.

Value realized on exercise is as follows: $23.245 (the market value at the time of exercise of $38.37 less the exercise price of $15.125),
multiplied by 2,100 shares acquired upon exercise.

Value realized on exercise is as follows: $23.245 (the market value at the time of exercise of $38.37 less the exercise price of $15.125),
multiplied by 1,000 shares acquired upon exercise.

Value realized on exercise is as follows: $29.175 (the market value at the time of exercise o1’ $44.30 less the exercise price of $15.125),
multiplied by 800 shares acquired upon exercise.

Value realized on exercise is as follows: (a) $25.585 (the market value at the time of exercis: of $40.71 less the exercise price of
$15.125), multiplied by 1,100 shares acquired upon exercise, plus (b) $30.6475 {(market value at the time of exercise of $40.71 less the
exercise price of $10.0625), multiplied by 1,100 shares acquired upon exercise, plus (c) $23.16 (the market value at the time of exercise
of $40.71 less the exercise price of $17.55), multiplied by 1,100 shares acquired upon exercise.
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Pension Benefits Table — Fiscal 2007

The following table: sets forth the actuarial present value of accumulated benefits under our Unfunded Supplemental
Executive Retirement Plan, the number of years of credited service and the dollar amount of payments and benefits paid during fiscal
2007 to our named executive officers as of August 25, 2007:

Number of Years of Present Value of Payments During
Credited Service Accumulated Benefits Last Fiscal Year
Name Plan Name #NW1) 32) 3
Ronald D. Croatti UniFirst Corporation 30 $1,487,413 -
Chairman of the Board, President and Unfunded Supplemental
Chief Executive Officer Executive Retirement Plan
Cynthia Croatti UniFirst Corporation 28 $336,079 -
Executive Vice President and Unfunded Supplemental
Treasurer Executive Retirement Plan
John B. Bartlett UniFirst Corporation 30 $1,045,078 -
Senior Vice President and Chief Unfunded Supplemental
Financial Officer Executive Retirement Plan
Bruce P. Boynton UniFirst Corporation 30 $430,017 -
Senior Vice President, Qperations Unfunded Supplemental
Executive Retirement Plan
David A. DiFillippo UniFirst Corporation 28 $199,619 -
Senior Vice President, Operations Unfunded Supplemental
Executive Retirement Plan
Dennis G. Assad UntiFirst Corporation 30(3) $578,593(3) -
Former Senior Vice President, Sales Unfunded Supplemental
and Marketing Executive Retirement Plan

(1)  As discussed in more detail below under the heading “UniFirst Corporation Unfunded Supplemental Executive Retirement Plan”, our
SERP limits the number of years of credited service to thirty for purposes of determining a participant’s benefits under the plan,

(2)  Amounts reported in this column represent the present value of the accumulated benefit obligation as of August 25, 2007. Our
obligation has been estimated assuming benefits commence on the individual’s social security retirement date and using FAS No. 87
assumptions for mortality, assumed payment form and discount rates in effect at the measurement dates.

(3)  Our agreement with Mr. Assad concerning his separation from employment provides for the waiver of the provision in our SERP
regarding forfeiture of payments due to separation from service prior to normal retirement age. As a result, Mr. Assad is entitled to
receive payments in accordance with the terms of our SERP and our agreement with Mr. Assad concerning the terms of his separation
from employment.

UniFirst Corporation Unfunded Supplemental Executive Retirement Plan

Certain of our and our affiliates’ employees are eligible to participate in our SERP. Retirecment benefits available under our
SERP are based on a participant’s average annual base eamings, exclusive of bonuses, commissions, fringe benefits and reimbursed
expenses, for the last three years of full-time employment prior to his retirement date (“Final Average Earnings”). Upon the retirement
of a participant on his social security retirement date, the participant will be paid an aggregate amount equal to 1.33% percent of his
Final Average Earings multiplied by his years of service, limited to 30 years, less his primary Social Security benefit, Pension
payments under our SERP are made at the intervals then in use for the payment of base salaries to our executive officers. Upon the
death of a participant, the participant’s designated beneficiary will be paid retirement benefits for up to 12 years from the participant’s
date of retirement. Our SERP provides that, upon any change in control, participants in our SERP will receive a lump sum payment
equal to the actuarial equivalent of their plan benefit as of the date of the change in control.
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Potential Payments Upon Termination or Change in Control

As discussed under the heading “UniFirst Corporation Unfunded Supplemental Executive Retirement Plan” above, upon a
change in control, our named executive officers will receive a lump sum payment under our SERP equal to the actuarial equivalent of
their plan benefit as of the date of the change in control. For more information concerning our SERP, see the “Pension Benefits Table
— Fiscal 2007” and the discussion under the heading “UniFirst Corporation Unfunded Supplemental Executive Retirement Plan”
above.

As discussed in footnote 5 to the “Summary Compensation Table” above, we entered into an agreement with Mr. Assad
concerning his separation from employment. Our agreement with Mr. Assad provides for severance payments to Mr. Assad in the
amount of $699,387.00 to be paid in accordance with the payment schedule set forth in our agreement with him. The severance
payments commenced in July 2007 and will end in December 2009. Our agreement with Mr. Assad also provides for the waiver of
the provision in our SERP regarding forfeiture of payments due to separation from service prior to normal retirement age. As a result,
Mr. Assad is entitled to receive payments in accordance with the terms of our SERP and our agreement with him. See the “Pension
Benefits Table — Fiscal 2007” for more information concerning Mr. Assad and his participation in our SERP. Finally, our agreement
with Mr. Assad provides that all unvested stock options held by Mr. Assad as of January 1, 2007 lapsed and will not be exercisable.

Director Compensation Table — Fiscal 2007

The compensation eamed by our Directors during fiscal 2007 is set forth in the table below. We determine the amounts
earned by our Directors on a calendar year basis. During calendar 2007, each Director who was not an employee of our Company
earned: an annual fee of $28,000; an annual fee for chairing the Audit Committee of $7,500; ar. annual fee for chairing a Committee
other than the Audit Committee of $5,000; a $2,500 fee for each Board meeting attended; a $500 fee for each Committee meeting
attended if held on the same day as a Board meeting; a $2,000 fee for one or more Committee meetings attended on a single day if not
held on the same day as a Board meeting; a $1,250 fee for participating in a telephonic Board raeeting; a $1,000 fee for participating
in a telephonic Committee meeting; and an option to purchase 1,500 shares of Common Stock.

Each Director who was also an employee of our Company received no Director’s fees during fiscal year 2007 and wili
receive no Director’s fees during calendar year 2008.

Fees Earned or Option
Paid in Cash Awards Total
Name 5 ®Hm ®
Albert Cohen (2) $8,000 N/A 38,000
Phillip C. Cohen $56,000 $29,235 $85,235
Robert F. Collings $52,000 $29,235 $81,235
Anthony F. DiFillippo $39,000 $29,235 $68,235
Donald J. Evans $55,500 $29,235 $84,735
Michael landoli $37,000 $29,235 $66,235
Lawrence Pugh(3) £7,000 N/A $7,000

(1)  Shown is the expense that we recognized as stock-based compensation expense in fiscal 2007 for financial accounting purposes
{excluding the effect of any estimate of future forfeitures) determined in accordance with FAS No. 123(r) with respect to the grant of
1,500 stock options awarded to each of our non-employee Directors on January 12, 2007. These stock options became fully vested
upon grant and expire ten years after the grant date. Additional information conceming our financial reporting of stock options is
presented in Notes 1 and 11 to our Conselidated Financial Statements set forth in our Annual Report on Form 10-K for the year ended
August 25, 2007.

(2)  Mr. Cohen died on November 25, 2006. The compensation reflected in the table represents. fees earned by Mr. Cohen during fiscal
2007 prior to his death.

(3)  Mr. Pugh retired from our Board of Directors as of January 9, 2007. The compensation reflected in the table represents fees earned by
Mr. Pugh during fiscal 2007 prior to his retirement.
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Compensation Committee Interlocks and Insider Participation

During the 2007 fiscal year, the Compensation Committee consisted of Messrs. Collings, Evans and Iandoli. None of these
individuals has served as an officer or employee of the Company or any of its subsidiaries. During the 2007 fiscal year, to the
knowledge of the Company, none of its executive officers:

»  served as a member of the compensation committee of another entity, one of whose executive officers served on the

Compensation Committee;

+  served as directors of another entity, one of whose executive officers served on the Compensation Committee; or

«  served as members of the compensation committee of another entity, one of whose executive officers served as one of the
Company’s directors.

REPORT OF AUDIT COMMITTEE

The Audit Committee is composed entirely of independent directors meeting the requirements of applicable Securities and
Exchange Commission and New York Stock Exchange rules. The key responsibilities of our committee are set forth in our Charter.

We serve in an oversight capacity and are not intended to be part of UniFirst’s operational or managerial decision-making
process. UniFirst’s management is responsible for preparing the consolidated financial statements and its independent registered
public accounting firm is responsible for auditing those statements. Our principal purpose is to monitor these processes.

The Audit Committee has, among other things:

»  Reviewed and discussed with management and the independent registered public accounting firm the audited financial
statements for the year ended August 25, 2007,

»  Reviewed and discussed with management and the independent registered public accounting firm the quarterly and annual
earnings press releases prior to release and the quarterly and annual reports on Forms 10-Q and 10-K prior to filing.

«  Discussed with management and the independent registered public accounting firm the results of the testing of internal
controls over financial reporting.

»  Discussed with the independent registered public accounting firm the overall scope and plans for the annual audit, the
results of their examination and the overall quality of UniFirst’s financial reporting.

+  Discussed with the independent registered public accounting firm the matters required to be discussed by Statement on
Auditing Standards (“SAS”) No. 61, as amended by SAS No. 90,

»  Reviewed all audit and non-audit service performed by the independent registered public accounting firm and considered
whether the provision of non-audit audit services is compatible with maintaining the auditors’ independence.

«  Received the written disclosures and the letter from the independent registered public accounting firm required by
Independence Standards Board Standard No. 1, and discussed with the independent registered public accounting firm the
auditors’ independence.

Based on the review and discussions above, the Audit Committee recommended to the Board of Directors that the audited
financial statements be included in the Company’s Annual Report on Form 10-K for the last fiscal year for filing with the Securities
and Exchange Commission.

Submitted by the Audit Committee for fiscal 2007
Phillip L. Cohen {Chairman)

Robert F. Collings
Donald J. Evans
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Independent Registered Public Accounting Firm

Audit Fees. During fiscal 2007, the aggregate fees and expenses for professional services rendered by Emnst & Young LLP
(*Emst & Young”) for the audit of the Company’s annual financial statements, audit of management’s assessment and the operating
effectiveness of the Company’s internal controls over financial reporting, and review of the Coinpany’s quarterly financial statements
totaled $987,793. During fiscal 2006, the aggregate fees and expenses for professional services rendered by Emnst & Young LLP for
the audit of the Company’s annual financial statements, audit of management’s assessment and the operating effectiveness of the
Company’s internal controls over financial reporting, and review of the Company’s quarterly financial statements totaled $1,205,326,
Of this amount, $81,600 was paid for service provided in connection with a follow-on offering completed in July 2006. This amount
was fully reimbursed by the shareholders that sold shares in the offering.

Audit-Related Fees. During fiscal 2007 and 2006, there were no fees and expenses biled for assurance and related services
rendered by Emst & Young that were reasonably related to the performance of the audit ot review of the Company’s annual financial
statements and review of the Company’s quarterly financial statements.

Tax Fees. During fiscal 2007, the aggregate fees and expenses billed for professional services rendered by Emst & Young
for tax compliance, tax advice and tax planning totaled $205,994. During fiscal 2006, the aggregate fees and expenses billed for
professional services rendered by Emst & Young for tax compliance, tax advice and tax planniag totaled $50,000.

All Other Fees. During fiscal 2007, the aggregate fees and expenses billed for professional services rendered by Emst &
Young to the Company not covered in the three preceding paragraphs totaled $6,000, which were primarily for advisory services.
During fiscal 2006, the aggregate fees and expenses billed for professional services rendered b Emst & Young to the Company not
covered in the three preceding paragraphs totaled $10,318, which were primarily for advisory services.

Under its Charter, the Audit Committee must pre-approve all audit and permitted non-audit services to be provided by our
principal independent registered public accounting firm unless an exception to such pre-approval exists under the Exchange Act or the
rules of the SEC. Each year, the audit committee approves the retention of the independent registered public accounting firm to audit
our financial statements, including the associated fee. All of the services described in the four preceding paragraphs were approved by
the Audit Committee. The Audit Committee has considered whether the provisions of such services, including non-audit services, by
Emst & Young is compatible with maintaining Ernst & Young’s independence and has concluded that it is.

Certain Relationships and Related Transactions

The Company’s Board of Directors has adopted a written Related Person Transaction Approval Policy to monitor
transactions, arrangements or relationships in which the Company is a participant and any of the following have a direct or indirect
material interest: (a) an executive officer, director or director nominee; (b) an immediate family member of an executive officer,
director or director nominee; (c) a shareholder that beneficially owns more than 5% of the Company’s Common Stock or Class B
Common Stock; or (d) any immediate family member of such 5% shareholder. The policy genzrally covers related person transactions
that meet the minimum threshold for disclosure under relevant SEC rules. Such related persor. transactions generally involve amounts
exceeding $120,000.

The Company’s Chief Financial Officer, together with outside legal counsel, identifies any potential related person
transactions and, if he determines that a transaction constitutes a related person transaction under the policy, the Chief Financial
Officer provides relevant details to the Audit Committee. If the Chief Financial Officer has an interest in a potential related person
transaction, the Chief Executive Officer assumes the role of the Company’s Chief Financial Officer under the policy. The Audit
Committee reviews relevant information concerning any proposed transaction contemplated by the Company with an individual or
entity that is the subject of a disclosed relationship, and approves or disapproves the transaction, with or without conditions. Certain
related person transactions are deemed pre-approved by the Audit Committee, including transictions, arrangements or relationships
where the rates or charges involved in the transactions are determined by competitive bids.

During the 2007 fiscal year, the Company was not a participant in any related party transactions that required disclosure
under this heading.
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Section 16(a) Beneficial Ownership Reporting Compliance

Executive officers, Directors and greater than 10% shareholders of the Company are required to file with the Securities and
Exchange Commission pursuant to Section 16(a) of the Exchange Act, reports of ownership and changes in ownership. Such reports
are filed on Form 3, Form 4 and Form 5 under the Exchange Act, as appropriate. Executive officers, Directors and greater than 10%
shareholders are required by Exchange Act regulations to furnish the Company with copies of all Section 16(a) forms they file.

To the Company’s knowledge, based solely on review of the copies of such reports furnished to the Company or written
representations that no such reports were required during the 2007 fiscal year, the Company believes that, during the 2007 fiscal year,
all executive officers, Directors and greater than 10% shareholders complied with the applicable Section 16(a) filing requirements.

PROPOSAL 2
RATIFICATION OF APPOINTMENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has appointed Emst & Young LLP as the Company’s independent registered
public accounting firm for its fiscal year ending August 30, 2008. Ernst & Young LLP has served as the Company’s independent
registered public accounting firm since 2002. The Audit Committee is directly responsible for the appointment, retention,
compensation and oversight of the work of the Company’s independent registered public accounting firm for the purpose of preparing
or issuing an audit report or related work. In making its determinations regarding whether to appoint or retain a particular independent
registered public accounting firm, the Audit Committee takes into account the views of management and will take into account the
vote of the Company's stockholders with respect to the ratification of the appointment of the Company's independent registered public
accounting firm.

A representative of Emst & Young LLP is expected to be present at the Annual Meeting. He or she will have an opportunity
to make a statement, if he or she desires to do so, and will be available to respond to appropriate questions,

THE BOARD OF DIRECTORS RECOMMENDS THAT YOU VOTE “FOR” THE RATIFICATION OF THE
APPOINTMENT OF ERNST & YOUNG LLP AS THE COMPANY'S INDEFENDENT REGISTERED PUBLIC
ACCOUNTING FIRM FOR THE FISCAL YEAR ENDING AUGUST 30, 2008.

PROPOSAL 3
OTHER MATTERS

Management is not aware of any other matters which may come before the Annual Meeting; however, if any matters other
than those set forth in the attached Notice of Annual Meeting should be properly presented at the Annual Meeting, the persons named
in the enclosed proxy intend to take such action as will be, in their discretion, consistent with the best interest of the Company.

Shareholder Proposals

Any shareholder desiring to present a proposal for inclusion in the Company’s Proxy Statement in connection with the
Company’s 2009 Annual Meeting of shareholders must submit the proposal so as to be received by the Secretary of the Company at
the principal executive offices of the Company, 68 Jonspin Road, Wilmington, Massachusetts 01887, not later than August 6, 2008. In
addition, in order to be included in the proxy statement, such a proposal must comply with the requirements as to form and substance
established by applicable laws and regulations.

Shareholders wishing to present business for action, other than proposals to be included in the Company’s Proxy Statement,
or to nominate candidates for election as Directors at a meeting of the Company’s shareholders, must do so in accordance with the
Company’s By-laws. The By-laws provide, among other requirements, that in order to be presented at the 2009 Annual Meeting of
Shareholders, such shareholder proposals or nominations may be made only by a shareholder of record who shall have given notice of
the proposal or nomination and the related required information to the Company no earlier than September 10, 2008 and no later than
October 25, 2008.
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Annual Report on Form 10-K

The Company will provide each shareholder with a copy of its Annual Report on Form 10-K, including the financial
statements and schedules to such report but excluding exhibits, required to be filed with the SEC for the Company’s most
recent fiscal year, without charge, upon receipt of a phone call or written request from such person. Such request must be
made to the Company’s Investor Services group by calling (978) 658-8888 or by writing to Investor Services, UniFirst
Corporation, 68 Jonspin Road, Wilmington, MA 01887,

YOUR VOTE IS IMPORTANT. WHETHER OR NOT YOU EXPECT TO BE PRIESENT AT THE ANNUAL
MEETING, PLEASE COMPLETE AND SIGN THE ENCLOSED PROXY AND RETURN IT PROMPTLY IN THE
ENCLOSED ENVELQPE. NO POSTAGE IS REQUIRED IF MAILED WITHIN THE UNITED STATES. YOUR PROXY
MAY BE REVOKED BY YOU AT ANY TIME PRIOR TO ITS USE. IF YOU ATTENI' THE MEETING, YOU MAY
CONTINUE TO HAVE YOUR SHARES VOTED AS INSTRUCTED IN THE PROXY OR YOU MAY WITHDRAW YOUR
PROXY AT THE MEETING AND VOTE YOUR SHARES IN PERSON.

December 4, 2007
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